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HOUSEHOLD GOODS TRANSPORTATION ACT OF 

1980 



FRIDAY, DECEMBER 10, 1982 

U.S. Senate, 
Committee on Commerce, Science, and Transportation, 

Subcommittee on Surface Transportation, 

Washington, D.C. 
The subcommittee met, pursuant to notice, at 10:05 a.m., in room 
235, Russell Senate Office Building, Hon. John Danforth (chairman 
of the subcommittee) presiding. 

Staff members assigned to this hearing: Karen Borlaug, profes- 
sional staff member; and Will Ris, minority staff counsel. 

OPENING STATEMENT BY SENATOR DANFORTH 

Senator Danforth. The subcommittee is meeting to hear testi- 
mony on the Household Goods Transportation Act of 1980, which is 
to provide price and service options and strengthen penalties for 
violations of consumer protection regulations. In addition, many of 
the reforms of the Motor Carrier Act of 1980 also apply to the 
household good carriers. 

This committee is required by law to conduct annual oversight 
hearings on the Household Goods Transportation Act. At last 
year's hearing, we received testimony which indicated that the 
Household Goods Transportation Act had not been in effect long 
enough to determine conclusively its impacts on the industry and 
consumers. 

Today, more than 2 years after its enactment, it is still too early 
to draw firm conclusions as to the act's effects, nevertheless, trends 
are discernible. I understand the overall effects to date have been 
positive, despite the current recession, although the industry is ex- 
periencing some difficulties as it continues to adjust to the new reg- 
ulatory environment. 

I look forward to hearing in more detail from the Government, 
industry, and consumer representatives scheduled to testify today 
about implementation of the act, and the effects of the act to date. 
The statement of each witness will be placed in the record in its 
entirety. You don't have to ask for it to be placed in the record, it 
will be placed in the record. 

Therefore, I would very much appreciate it if the witnesses could 
limit their testimony to the times they have been told by staff that 
they will have. Otherwise, with such a long witness list, we will not 
be able to accommodate everybody. I assure those who have state- 
ments that their statements will be very carefully considered. 

(1) 
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Senator Cannon has a statement for the record. 
[The statement follows:] 

Opening Statement by Senator Cannon 

I merely want to say that despite the many issues that will be raised today con- 
cerning the implementation of the Household Goods Moving Act, on balance I think 
this has been a most successful piece of legislation. I can make that statement based 
on one measurement that I can guarantee is accurate — constituent complaints 
about household moves. Before the Act, a week rarely went by when I wouldn't re- 
ceive one or two complaints from constituents about a moving company — and my 
state has relatively few constituents. 

Today I rarely receive complaints. I honestly believe that the household moving 
industry has improved its performance and its public image immensely during the 
past three years. Not everything is perfect, by a long shot. A little more traffic 
would help, to be sure. And as I know all too well, the relationships between van 
lines and agents could be a tad better. But I must say that the relationship between 
the industry and consumers is substantially improved, and I congratulate all of you 
here today for that fact. 

Chairman Danforth, I have taken a special interest in this industry for several 
years. I have found both the movers and the consumer groups who work with them 
to be tough, but fair people to deal with. I hope you will continue the tradition of 
this Committee in keepting track of the one sector of the trucking industry that 
consumers deal with directly. That fact makes it both very interesting and very im- 
portant. 

Senator Danforth. Mr. Taylor, good to have you back. 

STATEMENT OF HON. REESE H. TAYLOR, JR., CHAIRMAN, INTER- 
STATE COMMERCE COMMISSION, ACCOMPANIED BY JAN 
ROSENAK, LEGISLATIVE COUNSEL, AND RAY ATHERTON, 
CHIEF, PROGRAMS BRANCH, OFFICE OF COMPLIANCE AND 
CONSUMER ASSISTANCE 

Mr. Taylor. Thank you very much, Mr. Chairman. We are de- 
lighted to be here. 

Good morning to you, and before we begin I would like to intro- 
duce the two people that I have brought with me today. On my left 
is Ray Atherton, Chief of the Programs Branch of our Office of 
Compliance and Consumer Assistance. On my right is Jan Ro- 
senak, the Commission's legislative counsel. 

We do have a complete statement, which I guess you will put in 
the record with the appendixes. In addition to that, there is a 
recent speech that I made to the American Movers Conference in 
San Diego, on October 7, that I would ask to have included in the 
record, without objection. If we could, we would also like to have 
an interim assessment of the interstate motor carrier household 
goods transportation industry staff report, which Mr. Atherton has 
prepared, included in the record.^ 

Thank you for the opportunity to appear here to present the 
views of the Commission with respect to the implementation and 
effects of the Household Goods Transportation Act. While it may 
still be too early to finally assess the impact of the act on carriers 
and shippers, we believe that, so far, the impact has been p<)sitive, 
and substantial progress has been made in terms of fulfilling the 
purposes of Congress in enacting this legislation. 

My remarks today will: One, bring you up to date on the Com- 
mission's actions with respect to implementing the legislation; two, 



* The appendixes and additional material referred to have been retained in the committee 
files. 
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discuss the impact of the act on shippers and the industry; and, 
three, comment on present trends and future developments in this 
industry and their possible impact on the industry's financial con- 
dition. 

In enacting this legislation, Congress had a threefold purpose, 
first, the reduction of unnecessary regulations; second, the 
strengthening of consumer remedies and protections; and third, the 
establishment of maximum carrier flexibility in service of service 
and meeting the needs of shippers. 

In accordance with the act, the Commission instituted a rule- 
making and promulgated final rules in March of 1981. Upon chal- 
lenge by certain carriers, the rules were stayed by the Court of Ap- 
peals for the Seventh Circuit until December 9, 1981, when the 
court upheld the rules and lifted the stay. The rules became effec- 
tive on February 1 of this year. 

In accordance with the congressional intent, regulations and pa- 
perwork required of carriers have been reduced, while individual 
shippers remain protected. We believe that our elimination of the 
required filing of various reports will relieve the industry of an 
annual burden of nearly 40,000 workhours. 

With respect to strengthening consumer remedies and protec- 
tions, the Commission adopted rules requiring that: First, im- 
proved, easy-to-read premove information be distributed to ship- 
pers; second, shippers be informed of the existence and use of 
claims and dispute resolution programs; third, carriers establish 
customer complaint and inquiry handling programs; fourth, ship- 
pers be permitted to observe any weighing of a shipment; fifth, 
shippers be notified of impending service delays; and sixth, carriers 
continue to permit shippers to obtain delivery of a shipment upon 
payment of 110 percent of the estimated charges when the ship- 
ment movQs on a nonbinding estimate, and have to at least 30 days 
to pay any balance due. 

Finally, the objective calling for carrier flexibility and pricing 
has been met, in our view, and a variety of new price and service 
options are presently available. 

IMPACT OF THE ACT ON INDUSTRY AND SHIPPERS 

Carriers have published tariff items providing for discounts ap- 
plicable to intercity transportation charges, based on such factors 
as movement to and from certain geographical areas, the number 
of shipments transported, or the aggregate weight of shipments 
tendered by a shipper within a given time frame. Further, the of- 
fering of guaranteed service dates and a predetermined amount of 
compensation to the shipper in the event of delayed service is be- 
coming a common practice. 

All the major carriers are offering full value liability protection. 
This is an added option, offered at an additional charge. Prior to 
offering this option, the liability of a carrier was generally limited 
to a maximum of the actual cash value of an article as of the date 
the carrier received it. Now, under full value liability protection, a 
shipper has the option of being compensated on the basis of re- 
placement cost. 
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The Commission has two primary sources of information which 
provide a basis for assessing shipper reaction to the innovations 
taking place in the transportation of household goods. These are 
shipper complaints and the moving service questionnaire, which 
was developed by the Commission for completion by shippers subse- 
quent to their moves to reflect their appraisal of the carrier's per- 
formance. 

It is clear that the frequency of shipper complaints has declined 
considerably since passage of the act. Our data indicate that the 
number of complaints received during 1982 represents a significant 
reduction from prior years. We expect that complaints for this year 
will be only about 60 percent of the number of complaints received 
in 1981. On a fiscal year basis, 6,529 complaints were received 
during fiscal year 1982, compared to 11,741 during fiscal year 1981. 
Complaints in fiscal year 1981 were substantially less than in the 
prior fiscal year. 

This dramatic decrease in the number of complaints against 
household goods carriers is the result of a number of factors, in- 
cluding the following: carriers generally are providing a better 
quality of service; there has been a reduction in tonnage as a result 
of the economy; under the new regulations, moving companies are 
required to advise shippers of complaint handling procedures and 
telephone numbers to be used in the event of a complaint or in- 
quiry; and 

Lastly, the Commission's OCP-100 publication does encourage 
shippers to contact carriers first with any complaints and to con- 
tact the Commission only if they fail to receive satisfaction. 

All the major carriers and many small carriers have given notice 
of their participation in dispute resolution programs utilizing arbi- 
tration. For example, the Movers 'and Warehousemen's Association 
of America, and the American Movers Conference have Commis- 
sion-approved programs which are administered by the American 
Arbitration Association. 

Presently, these arbitration plans have not been in effect long 
enough to permit an accurate evaluation of their effect, but we be- 
lieve that implementation of acceptable settlement dispute pro- 
grams will result in fewer shipper complaints and less necessity for 
Commission involvement. 

As to present trends and future developments, it is perhaps too 
soon after implementation of the act to draw final conclusions, but 
it is possible to make some observations about current trends. For 
example, with the more flexible entry provisions of the Motor Car- 
rier Act of 1980, there has been a broadening of authority by carri- 
ers already certificated, but to date we have not seen a great influx 
of new carriers. 

This could be explained in part by factors such as the nature of 
the industry, the need for specialized equipment and trained labor, 
the significance of an established agency system, and the capital in- 
vestment required to begin a new operation. These factors tend to 
restrain the likelihood of an immediate influx of new entrants into 
the industry. 

However, there are hundreds of companies that currently serve 
as agents to certificated carriers, who have the necessary experi- 
ence and equipment, who could seek authority to operate indepen- 
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dently, perhaps in a regional rather than a national market. In ad- 
dition, an upturn in the economy could encourage new entry into 
the industry. 

We are also witnessing what appears to be the development of a 
significant trend toward the use of contracts by household goods 
moving companies. As a marketing tactic, contract carriage ap- 
pears advantageous in certain instances, particularly insofar as in- 
novative pricing strategies are concerned. Consequently, it seems 
likely that the trend toward contracting will become a permanent 
practice. 

When the act was passed, many felt that binding estimates 
would become the rule rather than the exception. So far this has 
not been the case. Only one of the major carriers has chosen to rely 
extensively on the use of binding estimates. Of the roughly 50,000 
shipments transported during 1981 on binding estimates, over 
47,000 were transported by that carrier, and our review of the data 
indicates that this is the only major carrier that has received in- 
creased revenue from binding estimates. All of the others have re- 
ceived substantially less revenue as a result of their use of binding 
estimates. 

Current information suggests that the use of binding estimates is 
expanding, however, and that perhaps as many as 20 percent of all 
shipments for individuals will be moved under bindmg estimates 
this year. 

You may be aware that the ICC has initiated an Investigation 
into potential changes in the relationship between moving compa- 
nies and their agents. The proceeding grew out of a policy adopted 
by a carrier under which that carrier would no longer pool ship- 
ments with companies which have their own operating authority. 
Since our review of this policy is ongoing, further comment is 
really not appropriate at this time. 

I would also like to mention that the Commission is investigating 
complaints we have received that move-it-yourself companies are 
providing unauthorized Aill scale household goods moving services. 
I was not personally aware of the problems in this area, but we 
have been looking into them since August. 

Since the bell has gone, Mr. Chairman, I will abide by instruc- 
tions and cease at this point from saying anything further. There 
are some financial data in our summary, which I think indicate 
that at least the household goods industry, while sufiTering some 
from the economic decline, has not suffered anywhere near to the 
same extent that the trucking industry has. Those figures are 
there, including some recent ones that have just come out this 
week, which were put together by our Bureau of Accounts. 

I will make myself available now for any questions that you 
might have. 

Senator Danforth. Thank you very much, Mr. Chairman. 

One of the concerns that has been expressed, as I understand it 
by some representatives of this industry, has to do with pricing 
practices, discounting, and special programs that are provided for 
large volume shippers. There is some question as to whether these 
pricing practices are discriminatory s^ainst small shippers. Is that 
a problem? 
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Mr. Taylor. Mr. Chairman, we have heard all kinds of all^a- 
tions for the past year about what is going on in the pricing area, 
that certain practices are predatory, thai they may be discrimina- 
tory, that agents may be adversely affected by some of the price 
cutting activity that has gone forward, and that owner/operators 
are not being hurt as much as some of the agents are. 

What we have done, finally, is to institute a proceeding which we 
have designated ex parte No. M0166, and we have asked for com- 
ments. The household goods industry is to be included in that pro- 
ceeding, so that we can really get a better handle on what is going 
on. 

I must say that we are not, as a result of this proceeding, going 
to throw out any lifesavers and build any minimum rate floors. We 
think that is contrary to the purposes of the act and the new re- 
vised transportation policy. But, to the extent that we find any- 
thing that is ill^al going on, we certainly are prepared to address 
it. 

There is also a possibility, as I indicated on the House side, that 
we may go out in the field and have some hearings on this, to 
make ourselves more readily available to people who perhaps can't 
come to Washington and tell us what is going on, particularly if 
they are small agents. 

Senator Danforth. Let's suppose that it is going on, and let's 
suppose that you believe that it is a bad practice, is it ill^al? 

Mr. Taylor. I think that if you have a clear case of discrimina- 
tion it would be. The prohibitions against discrimination and pred- 
atory pricing were left in the 1980 act, they were not touched, they 
have been there since 1935. There are some new purposes in the 
Motor Carrier Act to be sure, and there is an argument that there 
is no way that motor carrier pricing can be really predatory be- 
cause by the time you have control of the market and raised your 
prices with a new entry, that just couldn't happen. Of course, some 
of the industry people have said, "Why do you have to destroy a lot 
of existing companies first to prove that point?" It is really a diffi- 
cult and touchy area for us in that respect. 

I think discrimination is a little bit easier to deal with, but the 
problem is that we have not really gotten any hard evidence as yet. 
I think what we have to do is to go out and get the facts, and that 
is what this proceeding is intended to do. Then, hopefully, we will 
be able to make some evaluations of them. 

To the extent that we find practices going on that we think are 
illegal, we will try to address them. If we find that we are in a no 
man's land or a marsh with the whole thing, we will certainly 
come back to Congress and suggest that something ought to be 
done. 

Senator Danforth. Part of your testimony has to do with the pa- 
perwork burden that some carriers complained of. You feel that 
there has been significant progress in the reduction of this burden. 

Do you have some method of keeping contact with the people in 
the industry to receive their complaints or their view on what is 
necessary and what is not necessary, what is burdensome and how 
it can be relieved? 
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Mr. Taylor. Mr. Chairman, one of the reasons I wanted the 
speech included is because the first portion of it deals exactly with 
that problem. 

I think, in times past, the Commission and the industry have 
been somewhat at loggerheads with each other. They have not 
really cooperated as they should have. I have endeavored, since I 
have been down there, to have a complete openndoor policy with 
the industry, to encourage them not only to come to my office and 
discuss their problems, but we even set up an arrangement with 
our Office of Compliance and Consumer Assistance for them to 
come in and discuss things on a regular basis there. 

We have done that in connection with the new rule which only 
became effective in February of this year. We decided there prob- 
ably are some things that ought to be done with it. That was really 
the first real cut at doing something about some of the paperwork 
burden. 

Some of the industry people feel, as I am sure you are going to 
hear, that we have not done near enough. I am the first to admit 
that there is a lot more to do, and hopefully we are going to work 
with the industry in the accomplishment of that objective. 

They have been very good in responding to our invitation to 
come forward and sit down to discuss with me and our staff prob^ 
lems that they have. We are going to continue, at least as long as I 
am there, to have that open-door policy because I think that is the 
best way to deal with a situation that did get very antagonistic in 
times past. 

Senator Danforth. I would think there would be times when the 
representatives of the industry would say, "Here is form such and 
such, and there are so many specific examples of onerous paper- 
work that mavbe we shouldn't be coming in to talk to the chair- 
man about it. Is there some sort of ongoing process to identify 
what the burdensome paperwork is and to remove it? 

Mr. Taylor. When I first got there, we initiated a program with 
all the bureau and office heads to try and respond, so that we could 
get rid of whatever we felt would be onerous and burdensome. 

We have uncovered an awfiil lot of that, and some of that is set 
forth in the Council of Independent Regulatory Agencies report, in 
our portion thereof, as to what we did, not only in the household 
goods area but across the board. I think we identified some 175 reg- 
ulations that really ought to go, and 75 or 80 of them which ought 
to require some kind of immediate attention. We had taken care of 
about 40 of them as of September. 

Mr. Atherton is with me, and he is our OCCA office. He is prob- 
ably more knowledgeable in the household goods area than any- 
body else on our staff, and that is why I brought him today. I per- 
sonally asked Warren McFarland, who is the Director of our Office 
of Compliance and Consumer Assistance, to set that arrangement 
up and to have continuing meetings. 

I think, perhaps, to elaborate a little bit on the specifics of what 
has been done already and what is anticipated in the future, 
maybe Mr. Atherton could comment. 

Senator Danforth. Good. 
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Mr. Atherton. Mr. Chairman, we do have a continuing dialog 
with representatives of the industry. We hear their complaints, and 
their concerns more than complaints. 

We have not as yet had enough experience with the whole scope 
of these regulations to begin to identify those areas where we can 
greatly reduce the paperwork. We are working toward that. We 
have a continuing program to reduce regulation and paperwork. 
Just this morning, we are working on some of the bus regulations, 
to get them out of the books as soon as we can. The same is hap- 
pening here. 

We have just had one season with these new regulations in 
effect. I know the industry is talking of petitioning for a review of 
the regulations, and I am sure that by this time next year that 
there will be a considerable revision of many of the requirements. 

Mr. Taylor. We have eliminated a lot of the reporting require- 
ments for class III carriers. Further, there was a thought that per- 
haps some tinkering before the summer season was not the best 
move, and that we ought to have some more extensive discussions 
after the summer moving season was over. 

It is an ongoing program, I can assure you, Mr. Chairman. 

Senator Danforth. The ongoing program and the openness that 
you say that the Commission has toward carriers, does that apply 
to consumers as well? 

Mr. Taylor. Absolutely. 

Senator Danforth. If consumers or consumer groups feel that 
something has gone heywire in the industry, they have a place to 
go? 

Mr. Taylor. Really, we are the only place that shippers can go, 
because that is a one-time situation for an awful lot of people. They 
don't have anyone to speak up for them on a day-to-day basis, and 
they don't have lawyers. That is the one thing we found in Florida 
witn what has happened down there. With household good moves, 
really, if shippers don't have any place to go, this is a serious prob- 
lem. So we have tried to be as responsive to them as we know how 
to be. 

Senator Danforth. Thank you very much. 

Mr. Taylor. Thank you, Mr. Chairman. 

Senator Danforth. The next witness is Maj. Gen. John D. 
Bruen, U.S. Army, Commander, Military Tramc Management 
Command, Department of Defense. 

Mr. Taylor, can I ask you, are you going to stay in the room for 
the hearings? 

Mr. Taylor. I thought I would try to stay through two or three 
witnesses. I can't stay all morning, Mr. Chairman. 

Senator Danforth. Will somebody from the Commission be 
here? 

Mr. Taylor. Absolutely. We are going to have two or three 
people. 

If something comes up in this testimony that you would like me 
to try and respond to, I will be happy to, as long as I am here, or 
while other people are here. 

Senator Danforth. Can I just ask you one question about the 
Defense Department. Do you believe that the Defense Department 
is exempt from requirements of the act? 
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Mr. Taylor. I would like to answer this question very carefully. 

We had quite a controversy between the Department of Defense 
and the Commission concerning the applicability of our regula- 
tions. Actually, there was a controversy as to whether the Commis- 
sion's new reweigh rules actually apply to Government traffic or 
not. 

The present rules allow a household goods shipper to request 
reweighing of the shipment before accepting delivery, but direct 
that the actual charges collected should be based on the reweighed 
tonnage, even if it is higher than the earlier weighing. Department 
of Defense maintains that procurement regulations provide that 
the lower of the two weights must be used to compute the charges 
due. 

Because of this apparent conflict in the agencies' rules, certain 
household goods carriers sought judicial relief to prevent the en- 
forcement of the DOD regulations. 

On our own motion, the Commission issued an interpretive state- 
ment in ex parte No. MC-19 Sub No. 36, finding that our revised 
regulations do not supersede or implicitly repeal those of other 
Federal agencies. This conclusion is consistent with the Commis- 
sion's limited jurisdiction over Government traffic. The net effect 
of that, of course, was to leave the DOD rule in effect. 

The Commission has filed a motion seeking dismissal of the civil 
action as to our agency. Judicial review of the Commission's deci- 
sion has been sought and our brief will be filed in December. 

I think that this is where we are statuswise. We allowed their 
regulation to remain in effect. We certainly have an interest, but 
to try and give you a dispositive yes or no answer at this point 
would not be a very wise move on our part. 

Senator Danforth. It sounded like no to me. 

Mr. Taylor. Can I leave it like that. 

[The statement follows:] 

Statement of Hon. Reese H. Taylor, Jr., Chairman, Interstate Ck)iiafERCE 

Ck)MMIS8ION 

Mr. Chairman and members of the subcommittee, thank you for the opportunity 
to appear here toda^ to present the views of the Interstate Commerce Commission 
with respect to the miplementation and effects of the Household Goods Transporta- 
tion Act of 1980. While it may still be too early to finally assess the impact of the 
Act on carriers and shippers, we believe that, so far, the impact has been positive, 
and that substantial progress has been made in terms of fulfilling the purpose of 
Congress in enacting this legislation. My remarks toda^ will concentrate on three 
areas: First, I will bring you up to date on the Commission's actions with respect to 
implementing the legislation. Second, I will discuss the impact of the Act on ship- 
pers and the industry as we see it toda^. And, third, I will comment on present 
trends and future developments in this mdustry and their possible impact on the 
industry's financial condition. 

ICC IMPLEMENTATION 

In enacting this lenslation. Congress had a threefold purpose, as set forth in the 
Act's Declaration of Policy: (1) reduction of unnecessary regulation; (2) strengthen- 
ing of consumer remedies and protections; and (3) establishment of maximum carri- 
er flexibility in pricing of service and meeting the needs of shippers. In accordance 
with the purpose of the Act and pursuant to the specific directive of Section 6, the 
Commission instituted a rulemaking, Ex Parte No. MC-19 (Sub-No. 36), Practices of 
Motor Common Carriers of Household Goods (Revision of Operational Regulations), 
to review and revise existing household goods regulations. Comments were received, 
modifications made, and final rules were served on March 11, 1981, to become effec- 
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tive June 9, 1981. However, upon challenge by certain carriers, the rules were 
stayed by the Court of Appeals for the Seventh Circuit until December 9, 1981, 
when the Court issued its decision upholding the rules and lifting the stay.^ The 
rules were then reinstated by the Commission and became effective on February 1, 
1982. 

I will now briefly discuss the rules implementing the Act and how they, in con- 
junction with the Act itself, have led to increased opportunities for both carriers 
and shippers. 

In accordance with the Act, regulations and paperwork requird of carriers have 
been reduced while individual shippers remain protected. As an example, most 
annual performance reports and all notices of agency agreements have been elimi- 
nated, resulting in a substantial work-hour savings to the industry. Also eliminated 
was the requirement for flling quarterly reports detailing instances where actucd 
charges for a shipment were either more than 10 percent above or below the initial 
estimate; again, substantial savings should result. In fact, we believe that the elimi- 
nation of these various reports will relieve the industry of an annual burden of 
nearly 40,000 work-hours, without lessening individual shipper protections. 

Also, additional carrier work-hour savings have been realized by the Commission's 
elimination of requirements that (1) carriers obtain signed receipts from shippers 
stating that they have received certain pre-move information; and (2) more than one 
weight ticket be completed when both the tare and gross weighing^ are conducted 
on the same scale. It should be stressed that the requirements eliminated are those 
which we believe will reduce paperwork burdens without jeopardizing consumer 
protections. 

With respect to the second goal of Congress, strengthening consumer remedies 
and protections, the Commission adopted rules requiring that: (1) improved, easy-to- 
read pre-move information be distributed to inform shippers of their rights and re- 
sponsibilities; (2) shippers be fully and accurately informed of the existence and use 
of claims dispute resolution programs; (3) all carriers establish specific customer 
complaint and inquiry handling programs; (4) shippers be permitted to observe any 
weighing of a shipment; (5) shippers be notified of impending service delays; and (6) 
carriers continue to permit shippers to obtain delivery of a shipment upon pajrment 
of 110 percent of the estimated charges when the shipment moves on a non-binding 
estimate, and to have at least 30 days to pay any balance due. 

Finally, the third legislative objective, calling for carrier flexibility in pricing of 
service, has been met, and a variety of new price and service options are presently 
available in the marketplace. I will discuss this pricing flexibility further in the 
next portion of my statement relating to the impact of the Act on the industry. 

IMPACT OF ACT ON THE INDUSTRY 

Carriers have published tariff items providing for discounts applicable to intercity 
transportation charges, based on such factors as movement to and from certain geo- 
graphical areas, the number of shipments transported, or the aggregate weight of 
shipments tendered by a shipper within a given time frame. 

Further, the offering of guaranteed service dates and a pre-determined amount of 
compensation to the shipper in the event of delayed service is becoming a common 
practice. Generally, carriers who offer such guarantees provide for compensation at 
the rate of $100 to $125 for each day a shipment is delayed in delivery or pickup. 

All of the major carriers are offering what is generally referred to as full value 
liability protection. This is an added option, offered at an additional charge, which 
differs from the manner in which carriers customarily assume liability for loss and 
damage. Prior to offering this option, the liability of a carrier was generally limited, 
with respect to each article in a shipment, to a maximum of the actual cash value of 
each article as of the date the carrier received it for transportation. Now, under full 
value liability protection, a shipper has the option of b^ing compensated on the 
basis of replacement cost, with the result that, if this option is selected, the shipper 
will be eligible to receive either a new piece of furniture or be paid an amount suffi- 
cient to purchase a new piece of furniture to replace the one that was destroyed. 

ASSESSMENT OF SHIPPER REACTION TO THE EXPANDED PRICE AND SERVICE OPTIONS BEING 

OFFERED BY CARRIERS 

The Commission has two primary sources of information which provide a basis for 
assessing shipper reaction to the innovations taking place in the transportation of 



» North American Van Lines, Inc. v. Interstate Commerce Commission, 666 F. 2d 1087 (1981). 
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household goods. These are: (1) shipper complaints; and (2) the Moving Service Ques- 
tionnaire, which was developed by the Commission for completion by shippers subse- 
quent to their moves to reflect their appraisal of the carrier's performance. 

Based on shipper complaints, it is clear that the frequency of such complaints has 
declined considerably since passage of the Act. Our data indicate that the number of 
complaints received durig 1982 represents a significant reduction from prior years. 
When flnal flgures are in for this year, we expect that complaints will be only about 
60 percent of the number of complaints received in 1981. On a fiscal year basis, 
6,529 complaints were received durig Fiscal year 1982, compared to 11,741 during 
FY 1981. And complaints in FY 1981 were substantially less than in the prior fiscu 
year. This dramatic decrease in the number of complaints against housenold goods 
carriers is the result of a number of factors: 

Anal3rsis of the complaints on a carrier-by-carrier basis suggests that carriers gen- 
erally are providing a better quality of service, reflecting, at least in part, the Con- 
gressional goal of increased service and price options. 

The reduction in tonnage as a result of the decliniiig economy since 1979 has 
made it easier for household goods carriers to meet service commitments. 

Under the new regulations, which became effective February 1, 1982, moving com- 
panies are required to advise shippers of complaint handling procedures and to pro- 
vide telephone numbers to be used in the event of a complaint or inquiry. 

The Conmiission's OCP-100 publication, "Your Rights and Responsibilities When 
You Move," encourages shippers to contact their carrier first with any complaints, 
and to contact the Commission only if they fail to receive satisfaction from their 
carrier. 

The Commission discontinued providing toll-free telephone service at the end of 
1981. 

Results from the Moving Service Questionnaire' received by the Conmiission 
during the first ten months of 1982 provide the other basis on which to appraise the 
services being provided by the industry and the shippers' reactions to those services. 
Data from the questionnaire reflect a shipper preference for binding estimates. The 
possibility that a binding estimate may result in higher charges than would be expe- 
rienced otherwise (although our experience to date reflects the opposite to be true) 
is apparently overshadowed by price certainty. 

All of the m^jor carriers and many small carriers have given notice of their par- 
ticipation in dispute resolution programs utilizing arbitration. For example, the 
Movers' and Warehousmen's Association of America, Inc. and the American Movers 
Conference have Commission-approved programs which are administered by the 
American Arbitration Association — an independent nongovernmental organization. 
Presently, these arbitration plans have not been in effect long enough to permit an 
accurate evaluation of their effect, but we believe that implementation of acceptable 
settlement dispute programs will result in fewer shipper complaints and less neces- 
sity for Commission involvement. 

PRESENT TRENDS AND FUTURE DEVELOPMENTS 

As I mentioned earlier, it is perhaps too soon after implementation of the House- 
hold Goods Act to draw final conclusions, but it is possible to make some observa- 
tions about current trends. For example, with the more flexible entry provisions of 
the Motor Carrier Act of 1980,^ there has been a broadening of authority by carriers 
already certificated, but to date we have not seen a great influx of new carriers. 

This could be explained in part by factors such as the nature of the industry, the 
need for specialized equipment and trained labor, the significance of an established 
agency system, and the capital investment required to Y)egm a new operation. These 
factors tend to restrain the likelihood of an immediate influx of new entrants into 
the industry. However, there are hundreds of companies that currently serve as 
agents to certificated carriers and have the necessary experience and equipment 
and could seek authority to operate independently perhaps in a regional rather 
than a national market. In addition, an upturn in the economy could encourage new 
entry into the industry. 

Presently, we are also witnessing what appears to be the development of a signifi- 
cant trend toward the use of contracts by household goods moving companies. As a 
marketing tactic, contract carriage appears advantageous in certain instances, par- 



2 A copy of the questionnaire, along with the tabulated results, is attached as appendix 1. 

3 The Motor Carrier Act of 1980 substantially eased entry for property motor carriers and the 
Household Goods Transportation Act of 1980 further eased entry for carriers transporting 
household goods for the Department of Defense. 
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ticularly insofar as innovative pricing strategies are concerned. Consequently, it 
seems likely that the trend toward contracting will become a permanent practice. 

At the time the Household Goods Transportation Act was passed, many felt that 
binding estimates would become the rule rather than the exception. So far, this has 
not been the case. Only one of the megor carriers has chosen to rely extensively on 
the use of binding estimates. Of the roughly 50,000 shipments transported during 
1981 on binding estimates, over 47,000 were transported by that carrier, and our 
review of the data indicates that it is the only major carrier that has received in- 
creased revenue from binding estimates. All the others have received substantially 
less revenue as a result of their use of binding estimates. 

We are not certain at this point whether the single carrier's revenue increase is a 
result of that company's commitment to the use of binding estimates, or whether 
other factors may be responsible. In any event, current information suggests that 
the use of binding estimates is expanding, and that perhaps as many as 20 percent 
of all shipments for individuals will be moved under binding estimates this year. 
Experience with the increased use of this practice should provide a more accurate 
picture of the industry's success or failure with binding estimates and the extent to 
which the practice will become a permanent fixture in the industry. 

One other item should also be mentioned, since it involves a matter on the Com- 
mission's agenda. You may be aware that the ICC has initiated an investigation into 
potential changes in the relationship between moving companies and their agents. 
The proceeding grew out of a policy adopted by a carrier under which that carrier 
would no longer pool shipments with companies which have their own operating au- 
thority. Since our review of this policy is ongoing, further comment is not appropri- 
ate at this time. However, I will keep you informed of subsequent developments and 
the ultimate outcome in this proceeding. 

Before concluding my remarks, I would like to comment briefly on the flnancial 
condition of the industry. 

Between 1975 and 1980, the household goods market was expanding at a rate esti- 
mated to be between 5 and 8 percent annually. During the second quarter of 1980, 
the expansion came to an end, and the tonnage for that quarter declined below the 
tonnage transported during the second quarter of 1979. The decline continued 
throughout 1980, and the aggregate tonnage for the industry for that year appears 
to have been about 6 percent below the tonnage in 1979. Review of the operating 
and flnancial statistics of nine major carriers, which in the aggregate generated 48 
percent of the total estimated revenues of the industry in 1981, discloses that the 
majority of those carriers continued to experience a decrease in tonnage in 1981, but 
at a much lower rate than in 1980. Taking into consideration those carriers which 
had a tonnage increase in 1981, the aggregate tonnage for the nine carriers in- 
creased approximately one percent in 1981 compared to 1980. 

Revenue in relation to tons transported has increased consistently for the past 
four years, due primarily to a series of rate increases. From 1978 through 1981, the 
average revenue per ton transported by the nine carriers increased from $350.51 to 
$489.04 or 39.52 percent. During the same period, the Consumer Price Index in- 
creased from 195.4 to 272.4 or 39.41 percent. 

This suggests that the national household goods market has declined when meas- 
ured in tonn^e since 1979, but the decline appears to have slowed and possibly bot- 
tomed out. When measured in dollars, the market has increased, but on a carrier- 
by-carrier basis, the amount of the increase varies. 

The market for household goods movements is unquestionably sensitive to vari- 
ations in the home mortgage interest rate and the number of new housing starts per 
year. Even though the moving industry does not appear to be in serious flnancial 
difficulty due to the present state of the economy, they may well be many small 
carriers and agents throughout the industry which are being adversely affected by 
economic conditions within the limited areas they serve. 

A report by the Commission's Bureau of Accounts, showing revenue and income 
data for the Nation's largest interstate moving companies, is attached as Appendix 
2. The report includes quarterly and twelve-month period earnings for these carri- 
ers. It shows that, compared to the largest freight carriers (see Appendix 3) the 
moving companies experienced better operating results. For example, net carrier op- 
erating income decreased 39.4 percent for the trucking companies during the second 
quarter of 1982 viz-a-viz the second quarter of 1981, while such income decreased 
only 7.4 percent for moving companies during that period. For the twelve months 
encling June 30, 1982, viz-a-viz the twelve-month period ending June 30, 1981, net 
carrier operating income decreased 56 percent for trucking companies and 5.5 per- 
cent for moving companies. Moreover, for this same one-year period, return one- 
year period, return on equity decreased from 14.1 percent to 5.39 percent for the 
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trucking companies, whereas it decreased less than 2 percent (from 16.6 percent to 
15.2 percent) for moving companies. Figures released this week (attached as Appen- 
dix 4) for the Nation's largest moving companies show an increase in earnings from 
operations during the third quarter of 1982, compared to the third quarter of 1981. 
Comparable third quarter data is not yet available for trucking companies. 

The Commission will continue its eflfort to implement the Household Goods Trans- 
portation Act in accordance with (Congressional intent. At present, the Act appears 
to be working well, to the benefit of both shippers and carriers. We will, of course, 
keep you apprised of further developments and will recommend additional legisla- 
tive changes as they appear warranted. 

This concludes my prepared remarks, and now I will be happy to answer any 
questions you may have. 

Commissioner Sterrett was absent and did not participate. 

[The following information was subsequently received for the 

record:] 

Department of Defense 
AND Interstate Commerce Commission, 

December 22, 1982. 
Hon. John C. Danforth, 

Chairman, Subcommittee on Surface Transportation, 
U.S. Senate, Washington, D.C. 

Dear Mr. Chairman: As indicated by the testimony presented at your Subcom- 
mittee's oversight hearing on December 10, 1982, the Household Goods Transporta- 
tion Act of 1980 has generally had a positive impact on carriers and shippers. 

During that hearing, however, questions were raised with regard to the differing 
reweigh rules applied by the Commission and the Department of Defense. The Com- 
mission has addressed this issue in an Interpretive Statement, served June 17, 1982, 
and concluded that, despite the divergent rules, no real conflict exists, since the 
Commission's revised regulations do not apply to movements of government house- 
hold goods for the Department of Defense or other Federal agencies. The basis for 
this finding and the rationale for the reweigh rule adopted by the Department of 
Defense are explained in detail in the attached joint memorandum. 

Since your household goods hearing, staff of our two agencies have met to discuss 
this matter further and to determine whether changes might be made in the 
reweigh rules of either agency. At this time, we concluded that the differing rules 
are justified for the reasons set forth in our memorandum. However, we will contin- 
ue to evaluate the matter and to reach an accommodation if possible. We will, of 
course, keep you informed. 

If you need any additional information, please let us know. 

Reese H. Taylor, Jr., 
Chairman, Interstate Commerce Commission. 

John D. Bruen, 

Major General, U.S.A., 
Commander, Military Traffic Management Command. 

[Joint ICC-DOD Memorandum] 

Appucability of Commission Operational Household Goods Regulations to 
Government Traffic 

Background— Prior to the enactment of the Household Goods Transportation Act 
of 1980, the Interstate Commerce Commission regulation which governed the 
reweighing of household goods shipments, 49 C.F.R. 1056.6(d), provided that, upon 
request of a shipper or its representative, the carrier shall reweigh a shipment, and 
"the lower of the two net scale weights shall be used" to determined the applicable 
charges. At that time, the Department of Defense reweigh regulation paralleled the 
pre-Act ICC rule. That is: the charges must be based on the lower of the two 
weights. 

Upon the enactment of the Act and pursuant to the directive of Section 6, the 
Commission instituted a rulemaking. Ex Parte No. MC-19 (Sub-No. 36), "Practices 
of Motor Common Carriers of Household Goods (Revision of Operational Regula- 
tions)" to review and revise existing household goods regulations. The rules became 
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efifective on February 1, 1982.* One provision of the new regulations, 49 C.F.R. 
1056.7(c), permits a household goods shipper to request rewei^iing of a shipment 
before accepting delivery, but directs that the chaiiges collected must be based on 
the reweighed tonnage (even if that tonnage is higher than the earlier reweighing). 
Under the new regulation, therefore, a carrier may or may not benefit from the 
reweighing, depending upon whether a higher tonnage was recorded at the second 
weighing. 

DOD continues to enforce its reweigh regulations which now differ from the Com- 
mission's. Certain carriers sought from DOD an acknowledgement that it must con- 
form to the new ICC rewekh rule. These carriers brought suit against both agencies 
in district court. Allied Van Lines, et al v. Dept of Defense, et ai, Civ. No. 82C- 
3384, U.S. D.C., N.D. 111. Petitioners seek to prevent the enforcement of the DOD 
regulations or, in the alternative, to emoin the KX's enforcement of its new reweigh 
rules on government household goods shipments. 

On its own motion, the (Commission addressed this alleged controversy between 
the agencies' rules. On June 14, 1982, the Commission found that no real conflict 
existed. Ex Parte No. MC-19 (Sub-No. 36), "Interpretive Statement, Applicability of 
Revised Operational Household Goods Regulations to Government TrafHc." The 
Commission stated that its revised regulations [49 C.F.R. 1056.7(c)] do not and 
should not apply to movements of government household goods for DOD or any 
other federal agency. In so finding, the (Commission also not^ the limited nature of 
its jurisdiction over government traffic. 

THE ACT MANDATED A CHANGE IN COMMISSION REWEIGH RULES. 

Section 6 of the Act amended section 11109 of title 49, United States Code, to read 
in part: 

'The Commission shall issue regulations that provide motor carriers providing 
transportation of household goods subi'ect to the jurisdiction of the Commission 
under subchapter II of (Chapter 105 of this title with the maximum possible flexibil- 
ity in weighing shipments, consistent with assurance to the shipper of accurate 
weighing practices. The Commission shall not prohibit such carriers from back- 
weighing shipments or from basing their charges on the reweigh weights if the ship- 
per observes both the tare and gross weighings (or, prior to such weighings, waives m 
writinff the opportunity to observe such weighings) and such weighings are per- 
formed on the same scale." (Emphasis added). 

By the terms of the statute, the Commission's rules must allow the carriers the 
maximum possible flexibility in weighing their shipments, subject to shipper assur- 
ance of accuracy. Likewise, the Commission's regulations may not prohibit back- 
weighing or basing charges on reweighed tonnage, again subject to shipper protec- 
tions. Inus, section 6 of the Act required a change in the Commission's reweigh 
rules. In Ex Parte No. MC-19 (Sub-No. 36), for example, the Commission found that 
the Act does not give the agency discretion to impose conditions on the use of back- 
weighing shipments. By the terms of the statute, however, these directives apply 
only to the Commission. 

'The rationale underlying the statutory mandate, as we understand it, was to 
avoid frivolous reouests for reweighs because of the burden such requests could 
impose on household goods carriers. Now, under the statute, as implemented by the 
ICC reweigh rule, shippers still have the right to demand a reweigh, but, if they do, 
the charges are based on that reweigh weight. 

SECTION 6 OF THE ACT APPUES TO OTHER AGENCIES' RULES TO THE MAXIMUM EXTENT 

FEASIBLE 

By inclusion of the following language in Section 6(bX3), Congress directed other 
federal agencies to implement the policies of Section 6 whenever feasible. 

"To the maximum extent feasible, the provisions of this section, including the 
amendments made by this section, shall apply to rules and regulations pertaining to 
transportation of household goods for the United States Giovernment issued by de- 
partments, agencies, and instrumentalities of the United States (other than the In- 
terstate Commerce Commission), including rules and regulations established for the 
distribution of such trafTic, to the same extent as such provisions apply to rules and 
regulations issued by the Interstate Commerce Commission." 



1 The final rulet were served on March 11. 1981, to become effective June 9, 1981. Upon chal- 
lenge, the U.S. Court of AppealB for the Seventh Circuit sUved the rules until December 9. 1981. 
when the Court issued its decision upholding the rules and lifting the stay. North American Van 
Lines, Inc. v. Intentate Commerce Commission, 666 F.2d 1087 (7th Cir. 1981). 
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The legislative history of the statute directs that any implementation by other 
agencies is to be done through ''applicable proceedings ... to be instituted and car- 
ried out by the respective entities, such as the Department of Defense, or any other 
department, agency or instrumentality having regulations that pertain to the trans- 
portation of household goods for the United States Government." H. Rep. No. 96- 
1372. ''Household Goods Transportation Act of 1980," 96th Cong. 2d. Sess. 12. It ap- 
pears that the implementation of the policies of Section 6, and the extent of that 
implementation, are within the purview of these other government entities. There is 
no Congressional intent that the Commission's revised regulations would supersede 
or implicitly repeal the existing procurement regulations of other federal agencies. 

THE COMMISSION HAS UMFTED JURISDICTION OVER GOVERNMENT HOUSEHOLD GOODS 

TRAFFIC 

As indicated above, the Commission has limited jurisdiction over government traf- 
fic under 49 U.S.C. 10721 [formerly 49 U.S.C. 22, made applicable to motor carriers 
by former 49 U.S.C. 317(b)]. There is no indication that Congress, in enacting the 
Household Goods Transportation Act, intended to expand that jurisdiction, except in 
one area not relevant here — predatory pricing. The limited nature of the Commis- 
sion's jurisdiction over government trafHc was explained in "Transportation of Gov- 
ernment Traffic," 129 M.C.C. 623, 637 N. 11 (1978): 

"Where traffic moves pursuant to section 22, (except for the required filing with 
this Commission of all section 22 quotations or tenders which the carrier submits to 
an agency of the Federal Government) we have no regulatory authority over such 
rates." 

The Commission has also held that section 10721 quotations "need not conform to 
the Commission's rules regulating tariff rates." "Rocky Mountain Carriers — Agree- 
ment," 314 I.C.C. 279 (281) (1961). A court of appeals has held that "the government 
is free to contract for [household goods] declared value limitations without [ICC] ap- 
proval." Howe V. Allied Van Lines, 622 F.2d 1147, 1159 (3d Cir. 1980) cert, denied 
(149 U.S. 992 (1980). 

The Commission does have jurisdiction where the government (not a carrier or 
private shipper) alleges unreasonable practices relating to a section 10721 move- 
ment. See Dept ofEner^ v. B&O R. Co., 364 I.C.C. 951, 959 (1981). It should also be 
noted that rate discrimination or preferential treatment in favor of the government 
is permissible. See Great NoHhem Ry. Co. v. United States, 312 F.2d 901, 903 (Ct. CI. 
1962). 

THE ACT DID NOT ENLARGE COMMISSION JURISDICTION INTO THIS AREA 

The Act amended Section 10721(bXl) by adding a provision that "any rates for the 
transportation of household goods for the United States Government shall not be 
predatory." It also specified that section 10721(b) does not limit the Commission's 
authority to suspend and investigate proposed rates on government household goods 
where predatory practices are alleged. The l^islative history of the Act makes clear 
the limited nature of this authority: "The Committee intends that this provision 
shall not authorize the Commission to review rates for government traffic on any 
other basis." H. Rep. No. 96-1372, supra, at 19. 

Except for the predatory pricing area, the Act does not extend the Commission's 
limited jurisdiction over government household goods traffic. Therefore, a funda- 
mental principle of adminstrative law applies: a regulation issued by an administra- 
tive agency 'cannot exceed the specific statutory authority granted to it by Con- 
gress?^ i4te/iiso/i T&S.F. Fy. Co. v. I.C.C.; 607 F.2d 1199, 1203 (7th Cir. 1979). Out- 
side the limited realm of (Commission jurisdiction, its regulations cannot apply to 
government traffic of household goods. Further, when two agencies such as the 
Commission and DOD are involved, the proper jurisdictional issue is "the power of 
that particular agency to administer and enforce the law." Stop H-S Ass'n v. Cole- 
man, 533 F.2d 434, 441 n. 13 (9th Cir. 1976), cert, denied 429 U.S. 999 (1976) (empha- 
sis added). The Commission lacks authority to regulate outside its above-described 
jurisdiction. Finally, Section 6 of the Act directs the Commission to provide regula- 
tions for motor common carriers providing transportation of household goods subject 
to the jurisdiction of the Commission under sut)chapter II of chapter 105 title 49. 
Thus, the Act cannot be construed to have enlarged the (Commission's jurisdiction. 

CONCLUSION 

Accordingly, it appears that section 6 of the Act mandated a change in the Com- 
mission's reweigh rules; that the Act is to be implemented by other federal agencies 
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by their own rules to the maximum extent feasible; that the Act was not intended 
to repeal existing rules of other agencies; that the Commission has limited jurisdic- 
tion over government household goods traffic; that the Act did not enlarge this ju- 
risdiction to now include reweigh rules applicable to such traffic, and that, without 
proper authority to regulate, the Commission's reweigh rules do not apply to this 
tramc. 

DOD REWEIGH RULE 

The Department of Defense, in its worldwide household goods program, has re- 
tained the former ICC reweigh rule for both its domestic and international ship- 
ments. This rule simply provides that the lower of two weights must be used to com- 
pute the charges due. This means that when the carrier weighs the shipment both 
at origin and destination — or reweigh— DOD pays based on the lower of the two 
weights. There is no doubt, either under the terms of the Household Goods Trans- 
portation Act of 1980, or under the ICC's interpretation, of the same, that DOD pos- 
sesses the legal authority to retsdn this reweigh rule. Apart from these legal conclu- 
sions, however, the following will review the practical reasons for our retaining the 
lesser of the two weights rule. 

The purposes of the statute were to increase competition and protect the shipper. 
Obtsdning an accurate weight is the responsibility of the carrier. It should be done 
correctly at origin. Use of the lower weight of origin or destination (reweigh) pro- 
vides the incentive for carriers to perform satisfactorily. Our Defense Department's 
current experience reflects that 75 percent of the reweighs conducted bv industry 
are incorrect, for both domestic and international defense shipments. We believe ad- 
herence to use of the lower of the two weights will foster competition and protect 
the military member. 

The lesser of the two weights rule saves the Government money. We have esti- 
mated that we save $4 million dollars each year by avoiding the arbitrary rule that 
carriers bill only on the reweigh weight. This figure is derived from instances where 
the destination (reweigh) weight exceeds the origin weight, and the majority (75 per- 
cent) of reweighs are incorrect. 

The rule protects the servicemember to the maximum extent practicable, because 
each servicemember, who exceeds his weight entitlement, must pay — out of his own 
pocket — the excess charges. In other words the benefit of the doubt between the dif- 
ferent weights is passed on to the servicemember in the form of the lesser of the two 
weights and total charges. The servicemember, due to the nature of military duties, 
is not generally available to witness either weighing. 

DOD will continue to hold as a matter of concern Senator Danforth's interest in a 
national uniform reweigh rule, but, at the present time, the statutory language pre- 
vents the ICC from readoptinff its old rule (the current DOD rule) and DOD is pre- 
cluded because of its worldwide program (domestic and international) from adopting 
the ICC rule for practical reasons. 

Senator Danforth. General, thank you for being with us. 

STATEMENT OF MAJ. GEN. JOHN D. BRUEN, U.S. ARMY, COM- 
MANDER, MILITARY TRAFFIC MANAGEMENT COMMAND, DE- 
PARTMENT OF DEFENSE, ACCOMPANIED BY ROBERT WALD- 
MAN, DEPUTY DIRECTOR, PERSONAL PROPERTY DIRECTOR- 
ATE, AND MICHAEL GIBONEY, SUPERVISORY GENERAL ATTOR- 
NEY 

General Bruen. Good morning, sir. 

I appreciate this opportunity to appear before you to make a 
statement and answer your Questions regarding the Household 
Goods Transportation Act of 1980. 

I am Meg. Gen. John Bruen, the Commander of the Military 
Traffic Management Command, commonly referred to as MTMC. 
With me today are Mr. Michael Giboney, our Command Attorney, 
and Mr. Robert Waldman, the Deputy Director of the Personal 
Property Directorate of the Command. 

Within the defense transportation system, MTMC is responsible 
for worldwide surface cargo movement, and then the defense cargo 
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and passenger movement by all modes, including air within the 
United States. 

We manage the household goods shipments for the military and 
civilian personnel of the Defense Department as part of our job. 
DOD relies on commercial carriers for this transportation, and we 
have a direct and vital interest in legislation affecting the house- 
hold goods industry. 

DOD is the Nation's largest single shipper of personal property 
with 873,000 shipments, costing over $1 billion annually, and a pro- 
gram of this magnitude requires very strong management and con- 
trol at all levels. Our goal is quality service at the lowest cost to 
the Defense Department. Qualitv moves have a direct impact on 
reenlistment and retention. In met, a spouse has far more influ- 
ence over service retention than our young military members 
would dare to admit, or some of our older members for that matter. 

The act has had considerable impact on our shipments. Signifi- 
cant to DOD are three: First, the Act fosters competition by in- 
creased rate filings. At the same time, as Mr. Taylor mentioned 
earlier, there has been no increase in the number of carriers in the 
household good moves that are affecting the Department of De- 
fense. There has been increased rate competition and other inde- 
pendent actions with carriers, and we think that these actions sup- 
port the act. 

Second, protection for the shipper. We have a Defense quality 
control program at both the local and the national level, and it in- 
cludes the carrier evaluation and reporting system [CERS] whereby 
we measure carrier performance. 

Another part of the program, and another specific action, in- 
cludes the Alaska loss and dams^e problem, which was out of con- 
trol and required our action. This was a joint Defense/industry 
team effort, and it resulted in industry requesting publication of 
added written guidelines for shipments to Alaska. We are doing 
that. 

We are now testing segments of the entire system to determine 
what needs to be fixed. Our quality control program is essential to 
decrease claims. These costs and morale inhibitors confirm our 
pressing need for an effective quality control program. 

The third factor is the reduction of unnecessary regulations. It is 
mandated by the act, and as regulatory agencies relinquish author- 
ity, the responsibilities shift to the shipper, and we, MTMC, act as 
the shipper for the Defense Department. Some of our actions in 
this area are: 

We have simplified our in-house carrier evaluation and reporting 
system by reducing the scoring elements from 36 to 3. We have 
simplified the rate filing procedures, reducing by an average of 50 
percent the workload required for carriers to complete their admin- 
istration of that process, and that saved preparation time by an es- 
timated 3,000 hours. Also, the number of errors in tenders has been 
considerably reduced. It is down at least 4,500 from previous errors 
submitted auring rate cycles. 

A major movers association has congratulated us on these simpli- 
fied procedures. 

The standardized packing and containerization contract was op- 
erated by the individual services before November of 1981. We at 
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MTMC have taken over that program at the direction of the De- 
partment of Defense. It is now a single contract, and it is called a 
success by industry, as a matter of fact. This program required in 
excess of 500 pages in the contract itself, plus all the related mate- 
rial that supported that contract. It is now 120 pages all in one 
booklet, so it is a saving of 380 pages. 

In conclusion, the act has had a positive impact within the De- 
fense Department by increased competition, protection of the mili- 
tary shipper, and a reduction of unnecessary regulation by a Feder- 
al agency, the ICC. Carriers can aggressively market their services, 
and we are just seeing that process now. They have flexibility to 
price their services, so in our view the act offers unique opportuni- 
ties for competition and improved service. 

I appreciate the opportunity to appear before the committee, and 
I will be happy to take your questions. 

Senator Danforth. General, would you give us your position 
with respect to this question of reweighing? 

General Bruen. In my opinion, sir, the reweigh position, of 
course, is that the carriers come to us to offer a service, we think 
that the correct weight ought to be determined at origin in the 
first place. We have had some difficulty with getting correct 
weights. 

There is difficulty in administering a program when you go for a 
reweigh. Because of the commingling of shipments, it does require 
that the member witness the reweigh at destination and, as you 
know, a military member is not always available to do that. So in 
our view it ought to be that the correct weighing ought to be done 
at origin in the first place. 

I think, as a matter of our doing business, we ought to be able to 
live with whatever is the lower weight, since the weight should 
have been done correctly by the carrier the first time. Use of the 
lower weight encourages better carrier performance. But I would 
like to ask Mr. Waldman if he has anything to say. 

Mr. Waldman. We have found in our reweigh program that only 
25.8 percent of the shipments reweighed are within the specific tol- 
erance. That is, there is a difference of less than 100 pounds on a 
shipment of 5,000 pounds or less, or a difference of 2 percent or less 
on shipments over 5,000 pounds. 

We take the position, because of this inability of industry to 
obtain accruate weights, that we should be charged for the lesser of 
the two in every instance. It protects not only the taxpayers' 
money but our members. When a member exceeds his weight enti- 
tlement, he pays out of his pocket for that difference in weight. 

Senator Danforth. I think the question is, that may be the 
policy, but shouldn't the same policy apply to everybody who ships? 

Mr. Waldman. I can't speak for everyone else, sir. We feel, with 
the magnitude of our program, we have to protect it and need that 
kind of rule for our reweigh program. 

General Bruen. Let me try to tackle part of that. 

I think that as a part of our doing business with the industry, we 
ought to be free enough to go ahead and select the carriers that 
agree to live with the way we have been doing business historical- 
ly. In that instance, the lower of the two weights has always been 
used. So in our procedures for doing business, it would seem to me 
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that we ought to be able to deal with the carriers who, in fact, do 
support that and work with us on it. 

Senator Danforth. Is there a question here as to the applicabil- 
ity of the act? 

General Bruen. I don't think so. It doesn't affect competition. It 
does protect the shipper. It is our procedure in accomplishing 
moves, so I don't believe that it applies to the applicability of the 
act. 

Mr. GiBONEY. The act applies to the Department of Defense, Sen- 
ator Danforth. I agree with what Chairman Taylor said when he 
announced moments ago that their decision or interpretive state- 
ment in June simply recognized that under this act DOD had its 
own authority to have its own reweigh rule. 

We, in DOD, do have a uniform rule for all DOD shipments. 
There is a difference between the ICC reweigh and the DOD 
reweigh. However, as the Commission has found, we have the 
lawful authority to have our reweigh rule. We feel simply that our 
reweigh rule protects the DOD shippers better than the ICC rule. 

Senator Danforth. Is that right, though, to have two different 
rules, one for DOD and one for everybody else? 

Mr. GiBONEY. We feel we have the right rule for DOD. 

Senator Danforth. I am sure you do. I think the question that 
we have to face, or somebody has to face, is whether that is right, 
because the General was very forthcoming in stating the benefits 
of the new laws as far as DOD is concerned. 

Mr. GiBONEY. There isn't, of course, complete uniformity between 
commercial COD shipments and DOD shipments across the board. 
There are a number of differences between a commercial shipment 
and DOD shipments, and this is one of those differences. 

Senator Danforth. As far as somebody who is going to move 
from Fort Belvoir to Fort Leonard Wood, hopefully, the moving van 
shows up at Fort Belvoir and it arrives at Fort Leonard Wood. It is 
the same service. You use commercial movers, don't you? You just 
call them up and say, show up. People come up with a truck and 
load on the furniture, and so on. Then they arrive at Fort Leonard 
Wood a few days later. How does that differ from any civilian 
move? 

General Bruen. Sir, if I might, there are a few differences, I 
think, and it doesn't apply just to the domestic program but the 
worldwide program. 

The military member is not always available to be pulled out to 
go attend the reweigh. 

Senator Danforth. Whose fault is that? 

General Bruen. I think it is part of his job. 

Senator Danforth. OK, but anybody else who is working has the 
same problem. 

General Bruen. Yes, sir, but I am not sure there is that much 
leeway with a military member being pulled out to go ahead and 
look at the reweigh in domestic and overseas shipments. 

The key in my view is the procedural rule which says that the 
carriers who do business with us, and offer to accept our weigh pro- 
cedures, ought to be permitted to do business with us. 
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Senator Danforth. In any event, you are satisfied with the gen- 
eral way that the act is working. You think that it has been of 
benefit to the shipper, in your case the Defense Department? 

General Bruen. Yes, sir, we do. From what we see and from our 
experiences, yes. We have quite a bit of work to do. Quality control 
is a big issue for us. There are some corrections that we need to 
make within the program, and I don't mean to belittle those at all. 
I think we need more work on reducing regulations, which we are 
doing, by simplifying those regulations. All in all, I do see the act 
as very positive. 

[The statement follows:] 

Statement of Maj. Gen. John D. Bruen, U.S. Army 

Mr. Chairman, members of the Committee, I appreciate this opportunity to 
appear before the Conmiittee to make a statement and answer your questions re- 
garding the ''Household Goods Transportation Act of 1980." I am the Commander of 
the Mihtary Traffic Management Command (MTMC). One of the Command's func- 
tions is to manage household goods shipments for the military and civilian person- 
nel of the Department of Defense (DOD). The DOD relies on commercial carriers for 
this transportation and has a direct and vital interest in legislation affecting the 
household goods industry. 

The DOD is the nation's largest single shipper of personal property with 873,000 
shipments moved in fiscal year 1982 at a cost of over one billion dollars. Due to the 
magnitude of the personal property program, the DOD has established procedures 
for the selection of carriers, distribution of traffic, computation of charges, and qual- 
ity control, llie DOD uses those carriers with operating authority ht>m the Inter- 
state Commerce Commission (ICC). This traffic is distributed in such a manner as to 
reward the carriers who provide qualitv service at low cost. The costs are estab- 
lished from rates submitted voluntarily by commercial carriers tendered under Sec- 
tion 10721 of the Interstate Commerce Act. A program of this magnitude requires 
effective control at both the loccd and national level. 

The highest quality service possible, at the lowest overall cost to the taxpayers, 
are the joint goals in the management of this program. The morale implications in- 
volved in the successful transport of our members' personal possessions, coupled 
with inflationary, trends and budgetary restraints, make the. accomplishment of 
these goals a delicate task. The quality of personal property moves has a direct 
effect on the Quality of life for our servicemembers and their families. Good moves 
keep families happy and contribute to the reenlistment and retention of our highly 
trained people witnin each of the military services. A spouse has far more influence 
over service retention than our young military members would dare to admit. 
Recent improvements in the program are reflected in a current downward trend in 
the number of complaints from the servicemembers. It is an important program 
which requires continuous and intensive management. 

The Household Goods Transportation Act of 1980 has had a considerable impact 
upon the moving industry. Of particular significance to the Defense Department are 
those provisions which foster competition, emphasize protection for the shipper, and 
reduce unnecessary regulation. I will address each of these areas separately and be 
happy to answer any questions. 

FOSTERS COMPETITION 

We at MTMC have witnessed an increase in competition in rate levels since the 
enactment of the Act; however, unlike the general freight area, we have not experi- 
enced a significant increase in the number of new household goods carriers entering 
into the industry. Additionally, we have not experienced the expansion of operating 
authorities for existing small carriers, a situation which does not lend itself to in- 
creased competition. 

In the area of rate competition, the DOD has benefited from a dramatic increase 
in the number of lower rates filed voluntarily bv independent carriers. In 1979, the 
year before the Act, carriers filed a total of 9,902 individual domestic rate tenders, 
offering reduced charges, to the DOD. The number of filings have increased steadily 
each year since 1980, and reached an all time high with 127,291 independent rate 
tenders submitted in 1982. That represents a 1,186 percent increase in tenders since 
the Act was passed. It is important to note that this increased level of competition 
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was voluntary. We beleive this is a consequence of the competitive environment cre- 
ated by the Act and in consonance with the intention of Congress. 

The increased rate competition has been due primarily to business decisions made 
by established carriers and not the result of an mflux of new carriers into the indus- 
try. The introduction of new carriers into the household goods arena could also in- 
crease the competitive nature of the industry; however, the number and type of car- 
riers has remained fairly constant over the vears. The Household Goods Transporta- 
tion Act of 1980, in our view, has done little to improve this situation. This is pri- 
marilv due to the restrictive language in the Motor Carrier Act of 1980, which spe- 
cifically denies household goods linehaul carriers the opportunitv for the "ease of 
entry" to obtain operating authority which is afforded carriers of general commod- 
ities. This situation does not assist the DOD in expanding its program to increase 
the participation of small and minoriW owned businesses. 

Many carriers participating in the DOD household goods program have been more 
receptive to independent action since passage of the Act. The earlier reference to 
the more than one thouscmd percent increase in independent rate filings is one ex- 
ample. Another example relates to our experience during the summer of 1982 con- 
cerning changes to the reweigh rules and a proposed summer seasonal increase in 
rates. 

Our primary concerns with any new program are the impact on the individual 
servicemember and the cost to the taxpayer. We must evaluate the practical consid- 
erations before launching any new program. 

For many years, the DOD reweijgh rules were the same as the ICC rules. Both 
required the shipper to nay on the oesser of the two weights. It was equitable and 
simply to administer and audit. 

Garners' charges are based primarily upon the weight of each shipment. Due to 
the variety of commodities and the commingling of shipments, it is often difficult to 
obtain accurate weights. The practice of reweighing, or obtaining a second weight at 
delivery, came to be the most efficient method of assuring reasonable charges. For 
years, the rules concerning reweighs were designed to protect the shipper. The gross 
of a vehicle may vaiy as it refuels or loads additional cargo, but the net weight of 
the property in an individual shipment should not change. If a carrier weighs a 
shipment properly, with accurate computations for the difference in the gross and 
net weights, it is reasonable to expect that the lower weight is proper. 

Pursuant to congressional mandate in the Act to provide carriers the maximum 
possible flexibility in weighing shipments, the ICC established a new reweigh rule. 
The new rule ignored any initial weighing and directed that charges would always 
be based on the reweigh weight, regardless of the difference in the two weighings. 
The new reweigh rule ha shifted the risk of reweig from the carrier to the individu- 
al shipper. If applied to DOD, the servicemember must assume the risk of additional 
personal cost. 

The carriers' rate bureaus filed with DOD the same new reweigh rule promulgat- 
ed by the ICC to be effective beginning this year. MTMC determined that this new 
rule was not in the best interest of either the taxpayer or the individual service- 
member. The previous rule saved the Government over four million dollars each 
year through elimination of improper charges for shipments found to weigh less at 
delivery than they had been calculated to weigh at origin and helped protect the 
individual servicemember from paying additional costs. Fbr these reasons, and to ef- 
fectively manage the large volume of DOD traffic, MTMC requested the rate bu- 
reaus withdraw the change and retain the originaJ rules. When the rate bureaus 
refused to withdraw these new procedures, individual carriers were contacted and 
offered the opportunity to take mdependent action to waive the new reweigh rule 
and voluntarily retain the previous procedures. The msgority of all carriers current- 
ly participating in DOD traffic elected to waive the new rule. The carriers currentlv 
responding represent those who actually transported in excess of 95 percent of all 
the domestic DOD shipments during the previous year. The rate bureau and a few 
selected carriers challenged MTMC's action in Federal Court. The issue was dropped 
when the ICC, on its own initiative, published a formal Interpretive Statement on 
17 June 1982 which held that the DOD could use its own reweigh rule. 

A similar action involved the proposed summer seasonal rate increase. The rate 
bureaus filed a unique ten percent rate increase which was to apply to all domestic 
traffic moved between 1 June 1982 and 30 September 1982 and for each year there- 
after. This special increase was to be in addition to all other transportation in- 
creases. This arbitrary increase, never before proposed by the industry for DOD 
traffic, would have increased the cost of moving military household goods by eleven 
million dollars during the first year alone. Based on the rationale that the increase 
was not justified as applied to DOD, MTMC again requested the rate bureaus with- 
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draw the provision. The rate bureaus declined, and MTMC included the summer 
seasonal increase with the reweigh rule as an issue for consideration for voluntary 
independent action. The latter issue has been challenged by a number of carriers 
and the rate bureaus in Federal Court and is still pending. Overall, there is little 
question that individual carriers have been more receptive to independent action 
since the passage of the Act. 

PROTECTION FOR THE SHIPPER 

Emphasis within the Act regarding protection of the shipper has assisted DOD in 
the implementation of quality control programs to protect its members. ''Quality of 
Service" has become the watchword of the DOD personal property program. To 
assist the carriers, while providing clear and more measurable standards, we have 
revised and simplified our basic quality control program for domestic shipments. 
Known as the Carrier Evaluation and Reporting System, or CERS, this program is 
key to reducing loss and damage while improving service levels. We have reduced 
the scoring elements from the previous 36 to just 3 and measure each carrier's per- 
formance based on timely pick up, ontime delivery, and the absence of loss and 
damage. This program does not increase paperwork by the carriers. It is an internal 
DOD system which provides standard criteria for the 171 DOD shipping activities in 
the United States to measure carrier performance at the local level, and for MTMC 
to evaluate the carrier's service at the national level. Although some members of 
the industry would prefer we not grade their performance at both the loccd and na- 
tional level, we must have a complete quality control program. The recent revision 
of CERS has simplified the procedures and reduced the time required for the evalu- 
ation process by approximately 60 percent. CERS is an effective quality control pro- 
gram that has had a positive impact in improving service for our members while 
reducing the loss and damage previously experienced in household goods movement. 
Ninety-nine percent of our domestic shipments are now picked up on time, and 
more than 93 percent of these domestic shipments are delivered by the required de- 
livery date. Although reduced, incidents of reportable loss and damage are at a na- 
tionwide 33 percent level. For this reason, the further reduction of loss and damage 
and their resultant claims is currently a major thrust within the DOD quality con- 
trol program. 

In October of this vear, we instituted a special prcgram for shipments going to 
Alaska. We developed this program in close coordination with the moving industry 
after we discovered that shipments destined to Alaska were experiencing loss or 
damage at an alarming 73 percent rate. A joint team consisting of representatives 
from industry and the Defense Department formed a special task force which con- 
firmed the excess rate of loss and damage and provided recommendations to utilize 
different methods of movement to Alaska. We are carefully monitoring these ship- 
ments to determine which methods result in the best service with the least potential 
for loss or damage. 

As a self insurer, the Government ships all commodities at the lowest released 
valuation. This is one of the reasons DOD has lower rates. Household goods carriers 
are only required to pay members for their loss or damage at a rate of 60 cents per 
pound per article. The Government, by statute, compensates the member as neces- 
sary for the difference in their claim up to a maximum of $25,000 per shipment. 
Last fiscal year the DOD paid out more than $62 million to its members for claims 
involving loss or damage to their personal property. These costs and morale inhibi- 
tors confirm our pressing need for an effective quality control program with a Carri- 
er Evaluation and Reporting System (CERS) so that we can specincally identify un- 
satisfactory carriers and also commend those ccuriers who do well. 

REDUCTION OF UNNECESSARY REGULATION 

The DOD has been conforming to the congressional mandate to reduce regulations 
and paperwork for the carrier industry, ''to the maximum extent feasible consistent 
with the protection of individual shippers." We have succeeded, but it has not been 
an easy task. As the regulatorv agencies relinquish their authority, the responsibil- 
ities shift to the shippers. We have observed this shift in all fields of transportation 
(air, bus, and rail as well as motor carrier), and by all types of shippers in addition 
to the Department of Defense. 

We have been able to achieve considerable success in reducing regulatory proce- 
dures. We have revised and simplified most of our m^or regulatory guidelines. 
Some examples are: 

First, as mentioned earlier, we have dramatically simplified the CERS. We re- 
duced the number of scoring elements from 36 to just three. We also eliminated the 
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complicated award of incentive tonnage. The published internal procedures them- 
selves have been reduced from 48 pages of legal size paper to 34 pages of ordinary 
letter size. It is important to note that there are no paperwork requirements levied 
upon industry in CERS. 

We have simplified the rate Hling procedures which the carriers follow when they 
submit their independent rates. The procedures were first simplified in 1981, reduc- 
ing by 50 percent the time required for carriers to complete the necessary paper- 
work. They were further simplified in 1982 by reducing the number of different rate 
filing options by 75 percent. These actions helped cure a long standing problem 
witMn the industry. For years the carriers had a large number of their submissions 
rejected because of errors in preparation. Since we simplified the procedures and 
reduced the content, the rejection rate has dropped from 22 percent to one and one- 
half percent. The American Movers Conference has congratulated DOD for this 
maijor improvement. 

We have completely rewritten, simplified and clarified the Personal Property 
Traffic Management Regulation, DOD 4500.34-R. It will be reprinted and distribut- 
ed next year. In response to the intent of the Household Goods Transportation Act 
of 1980, we published a notice in the Federal Register on 17 December 1980 solicit- 
ing comments concerning the relationship of the rules and procedures in this regu- 
lation to the Act. Not one comment has been received. 

We assumed responsibility for a packing and containerization contract which had 
been previously administered by the individual military services on a firagmented 
basis. The contract has been standardized and now includes special quaii^ assur- 
ance provisions. These provisions, which were thoroughly coordinated with industry 
representatives during preparation, provide for financial setoffs fix)m the contractor 
for services not performed, or performed in less than a satisfactory manner. The re- 
vised contract contains approximately 120 pages, but for the first time includes all 
regulatory information which was only contsdned by reference in the previous con- 
tract. AdditionaUy, the previous contract, with all referenced material, exceeded 500 
pages. Now provided with a complete document, potential contractors are no longer 
required to obtain and research additional references. The contract is currently 
being tested at six locations in the United States. The successful bidders, currently 
performing under the contract, appear to be satisfied. The American Movers Confer- 
ence considered these simplified procedures a success among other successes in our 
joint efforts. 

We have not published any new or additional regulations affecting interstate traf- 
fic since passage of the Act. The only new procedures concern the filing of intrastate 
rates. Development of these procedures were forced upon us by the sudden deregula- 
tion of motor carriers by the State of Florida. They have since been introduced into 
the states of Arizona, Idaho, Maine, and Wisconsin which have also deregulated 
trucking. For the first time, these new procedures enable us to develop a standard 
program for our intrastate business, a 23 million dollar a year program. Beginning 
with California, we are now phasing this standard program into all remaining 
states. We must have a standard program, applicable to all intrastate traffic in 
order to effectively manage the program. 

Deregulation means tluit shippers must be more alert to protect their interests 
and that of their customers. Our interests concern the taxpayers and service- 
members. We must maintain a dynamic program which accomplishes this protec- 
tion, and yet is fair and unbiased for all commercial carriers. We shall continue to 
simplify and enhance existing programs, consistent with the protection required for 
a program of over one billion dollars annually. 

CONCLUSION 

The Household Goods Transportation Act of 1980 has had a positive impcu^t on 
increased competition, protection of the sbipper, and the reduction of unnecessary 
regulations. Carriers are permitted to aggressively market their services, providing 
desirable opportunities for both carriers and shippers. Ccuriers now have the flexi- 
bility to best serve the individual shipper and can meet specific demands for quality 
and price. The provisions of the Act encourage shippers to deal more directly with 
individual carriers and offers a unique opportunity for increased competition. These 
factors enhance the Defense Department s ability to procure quality moving services 
at reduced cost to the taxpayer. We believe the Act fosters increased competition 
and improved service. 

Mr. Chairman, I thank you for this opportunity to present a statement to the 
Committee. I will be happy to answer any questions. 
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Senator Danforth. General, thank you very much. 
Next we have Mr. Edward H. Rastatter of DOT. 

STATEMENT OF EDWARD H. RASTATTER, CHIEF, REGULATORY 
POLICY DIVISION, DEPARTMENT OF TRANSPORTATION, AC- 
COMPANIED BY VICTORIA DAILEY, ECONOMIST, REGULATORY 
POLICY DIVISION 

Mr. Rastatter. Good morning, Mr. Chairman, and members of 
the committee. 

Thank you for inviting the Department here today to discuss the 
administration's views on economic regulation of household goods 
carriers. With me this morning, on my left, is Dr. Victoria Dailey 
who helped prepare our testimony. 

During the past 2 years, household goods carriers have clearly 
begun to operate in a more flexible, more competitive environment 
made possible by the reforms contained in the Household Goods 
Transportation Act of 1980, and the Motor Carrier Act of 1980. I 
am pleased to report that, as we also testified this past June con- 
cerning the trucking industry in general, reform is working. 

As the ICC has just testified, since the enactment of the House- 
hold Goods Act, carriers have begun to offer shippers a wide vari- 
ety of pricing and service options not available before reform. Prior 
to enactment some of these options were expressly forbidden; 
others were perceived by carriers as subject to legal challenge. The 
Household Goods Act not only made many new options legally fea- 
sible, it has also increased the competitive forces that encourage 
carriers to offer them. 

It appears that individual consumers are very enthusiastic about 
binding estimates. The carrier that pioneered binding estimates, 
and offers them automatically unless the customer desires the tra- 
ditional nonbinding type of estimate, continues to grow faster than 
most other large van lines. 

Traditionally, consumer complaints about household goods carri- 
ers have been the largest component of the ICC's complaint work- 
load. The reforms contained in the Household Goods Act were 
meant to encourage improved consumer information and better 
performance by carriers in meeting the needs of shippers. The com- 
plaint evidence the ICC has just recounted shows that consumers 
are obtaining the benefits of reform. 

It appears that carriers have been taking advantage of the oppor- 
tunities offered by the Household Goods Act to provide their cus- 
tomers with new and better services. We believe that the market- 
place, without the heavy hand of regulation, should reflect what 
consumers want and reward those carriers that provide it. 

Although the state of the economy has had a negative impact on 
all types of motor carriers, it appears that the household goods car- 
riers for which information is available have fared relatively well. 
However, we do not yet have any systematic data concerning the 
financial condition of small household goods carriers at this time. 

We have recently funded a study of small class III motor carriers 
of various types, and we hope to learn more about small household 
goods carriers, as well as other types of small carriers. 
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In summary, Mr. Chairman, the evidence we have seen to date 
demonstrates that the Household Goods Act has provided desirable 
opportunities for carriers and shippers alike. Many new price and 
service options have been offered to customers of household goods 
carriers; shipper complaints have decreased; and, in spite of the re- 
cession, carriers' financial condition has improved somewhat since 
1979. 

This concludes our formal testimony, Mr. Chairman. Dr. Dailey 
and I will be pleased to answer any question you or other members 
of the committee may have. 

Senator Danforth. Thank you very much, sir. 

As I understand it, you don't have any evidence so far on the 
effect of this act on small carriers? 

Mr. Rastatter. That is right, sir. I am afraid that no one has 
much information on small carriers in general. 

Senator Danforth. Do you have any reason to suppose that 
small carriers and large carriers have fared differently under the 
act? 

Mr. Rastatter. Not directly. 

I really prefer to answer that after we have some results from 
our survey. Perhaps the industry itself has done some surveys of its 
small carriers, and perhaps you could ask some of the following 
witnesses that same question. 

Senator Danforth. So you just have absolutely no knowledge or 
no reason to suspect that there is any difference between large car- 
riers and small carriers in any event. 

Mr. Rastatter. No, sir, no direct reason for that. 

Senator Danforth. Any indirect? 

Mr. Rastatter. Nothing systematic. We just haven't seen anv 
systematic data, and that is why we are doing the survey, to look 
at small carriers in general. 

Senator Danforth. That will compare how small carriers have 
done with how large carriers have done? 

Mr. Rastatter. We are surve)dng about 5,000 small class III car- 
riers who are not required to report to the ICC, so literally no one 
knows much about them. We just want to see how they are doing. 

Senator Danforth. When will that be completed? 

Mr. Rastatter. I think in the middle of next year, perhaps in 
the late Spring. 

Senator Danforth. With respect to volume discounts, do you 
have any information as to the effect of the use of volume dis- 
counts on shippers and, perhaps, any differential in the benefits de- 
pending on the size of the shipper? 

Mr. Kastatter. No. I think, sir, that in terms of volume dis- 
counts, large accounts have always had better opportunities both in 
household goods movements as well as any other type of transpor- 
tation movements, and this industry is no different. 

I think that as long as there is sufficient competition, we don't 
really have to worry very much about abusive of pricing practices. 

Senator Danforth. You don't view that as predatory or poten- 
tially predatory? 

Mr. Rastatter. I think the ICC is in process of gathering infor- 
mation on this subject, and we are actively looking at that proceed- 
ing. We would like to look at the evidence. 
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Senator Danforth. Thank you very much. 
Mr. Rastatter. Thank you, Mr. Chairman. 
[The statement follows:] 

Statement of Edward H. Rastatter, Chief, Regulatory Poucy Division, 
Department of Transportation 

introduction 

Mr. Chairman and members of the Committee, thank you for inviting the Depart- 
ment here today to discuss the Administration's views on economic regulation of 
household goods carriers. 

During the past two years, household goods carriers have clearly begun to operate 
in a more flexible, more competitive environment made possible by the reforms con- 
t£dned in the Household Goods Transportation Act of 1980 (Household Goods Act) 
and the Motor Cafrier Act of 1980 (MCA). I am pleased to report that, as we also 
testifled this past June concerning the trucking industry in general, reform is work- 
ing. 

Carriers have made a wide variety of new price and service options available to 
their customers, the level of consumer complaints has continued to decrease, and 
the flnancial condition of carriers reporting to the ICC has improved since 1979 in 
spite of the recession. Moreover, although economic conditions have had a signifl- 
cant impact on all types of motor carriers, current rates of return on equity are sub- 
stantially higher for large household goods carriers than for other large motor carri- 
ers. 

New price and service options 

Since enactment of the Household Goods Act, carriers have begun to offer ship- 
pers a wide assortment of pricing and service options not available before reform. 
Prior to enactment, some of these options were expressly forbidden; others were per- 
ceived by carriers as subject to legal challenge. The Household Goods Act not only 
made many new options legally feasible — it also has increased the competitive 
forces that encourage carriers to offer them. 

These new options include binding estimates, full replacement cost liability cover- 
age, compensation for untimely delivery, senior citizen discounts, discounts to specif- 
ic geographic locations, volume discounts, and discounts for prepayment of charges. 

It appears that individual consumers are very enthusiastic about binding esti- 
mates. The carrier that pioneered binding estimates — and offers them automatically 
unless a customer desires the traditional non-binding type of estimate — continues to 
grow faster than most other large van lines, while remaining profitable (return on 
equity of about 15 percent). 

Customer complaint levels have decreased 

Traditionally, consumer complaints about household goods carriers have been the 
largest component of the ICC's complaint workload. The reforms contained in the 
Household Goods Act were meant to encourage improved consumer information and 
better performance by carriers in meeting the needs of shippers. The evidence we 
have seen shows that consumers are obtaining the benefits of reform. 

According to a recent ICC report, in 1979 the IOC received close to 25,000 com- 
plaints against household goods carriers. In 1980, complaints decreased to slightly 
less than 19,000. By 1981, complaint levels had fallen to just under 11,000 — less than 
half the 1979 level. 

It appears that carriers have been taking advantage of the opportunities offered 
by the Household Goods Act to provide their customers with new and better serv- 
ices. We believe that the marketplace— not the heavy hand of regulation — should 
reflect what consumers want and reward those carriers that provide it. 

Recent financial performance of household goods carriers 

Despite the recession of the past two years, household goods carriers large enough 
to be required to report to the ICC have improved their overall performance since 
the Household Goods Act was enacted. From 1979 to 1981, net income of these Class 
I and II carriers (before taxes and extraordinary items) increased by 50 percent; 
profit margins rose from 3.0 to 3.9 percent; and average operating ratios improved 
from 98.9 to 98.1 percent. 

Although the state of the economy has had a negative impact on all types of 
motor carriers, it appears that the household goods carriers for which information is 
available have fared relatively well. We do not have any systematic data concerning 
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the financial condition of small household goods carriers at this time, although we 
have recently funded a study of small (Class m) motor carriers. This study will in- 
clude small motor carriers of various types, and we hope to learn more about smcdl 
HHG carriers as well as other types of small carriers. 

SUMMARY 

The evidence we have seen to date demonstrates that the Household Goods Act 
has provide desirable opportunities for carriers and shippers alike. Many new price 
and service options have been offered to customers of household goods carriers; ship- 
per complaints have decreased; and in spite of the recession, carriers' financial con- 
dition has improved somewhat since 1979. 

Senator Danforth. Next we have Peter Ruane» president of Na- 
tional Moving & Storage Association, and Richard Russell, chair- 
man of the board of directors of the American Movers Conference. 

STATEMENTS OF DR. T. PETER RUANE, PRESIDENT, NATIONAL 
MOVING & STORAGE ASSOCIATION; AND RICHARD L. RUSSELL, 
CHAIRMAN OF THE BOARD OF DIRECTORS, AMERICAN 
MOVERS CONFERENCE, ACCOMPANIED BY CHARLES C. IRIONS, 
PRESIDENT, 

Dr. RuANE. Good morning, Mr. Chairman. 

I would like to start off by thanking the chairman for his leader- 
ship over the past year on the Prompt Pavment Act. As you recall, 
we discussed that last year during these hearings, and we had the 
opportunity to work closely with you and your staff on that specific 
l^islation. 

In general, I would also like to thank the entire committee, 
again, for the opportunity to reappear and discuss the views of the 
National Moving & Storage Association on the implementation of 
the Household Goods Transportation Act. I will, of course, summa- 
rize the comments that have been provided. 

First, we would agree with earlier statements that it is prema- 
ture to draw conclusive evidence or judgments on the impact of the 
act. Notwithstanding that, there is some discernible evidence of 
certain trends on which we would like to comment. 

The first point is in the area of pricing and industry finances. 
The discussion in the last 50 minutes, I think underscores one 
msgor point we would like to make today, which has been stated in 
the past. There is clear evidence that the regulatory agencies lack 
insight and data on the impact of the legislation and implementing 
rules on the small business component of this industry. Absent 
that information, it befuddles us to understand how specific poli- 
cies and rules can be changed, or developed, without that very 
meaningful information. 

We believe, as has been stated earlier, that volume rates are dis- 
criminatory, particularly to the general consumer. We feel that 
current industry discounting practices are potentially predatory. 
We were very heartened to learn again today, as well as last week 
in the House hearings, that the Commission is committed to a very 
strong oversight role in their current proceeding MC-166. We 
would urge this committee to encourage the ICC to insure that that 
proceeding is dealt with in a comprehensive manner. 

As part of our statement, we have provided some very prelimi- 
nary evidence, information from a survey that our association has 
conducted in recent weeks. The information is sketchy at this point 
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based on a small scunple. It is not offered as a random sample, but 
we feel that it is quite representative of the impact of the act on 
the small business component of the industry. 

We will, of course, provide the full survey and the results to this 
committee for the record later on. I think, upon scanning that 
survey, it identifies some msgor points, particularly in the area of 
paperwork burden and the economic impact of the act. 

We would like to repeat our concern here this morning about a 
practice that has raised its head in greater form in the past few 
months, and that is the activities of the '"self-haul" industry in 
which that industry apparently is providing services that really are 
full moving services, and they are not under the regulatory over- 
sight of either State utility commissions or the Federal Govern- 
ment. 

Senator Danforth. I don't want to interrupt you, but by self- 
haul, do you mean Ryder trucks and U-Hauls, that sort of thing? 

Dr. RuANE. Yes, that is correct. 

This presents some dilemmas for both the mover locally who is 
really at a competitive disadvantage if these same companies are 
not being regulated, if they are offering services such as drivers. It 
raises questions in safety, and it also raises questions in the loss of 
taxes for the local jurisdictions. 

We are also concerned, as stated in our statement, with some 
proposed pooling arrangement policies of at least one major compa- 
ny, which we feel is somewhat of a precedent or could be a prec- 
edent for the entire industry. We encourage this committee to have 
the ICC look at this very closely. 

We would agree with the other statements you are going to hear 
today about the role of the Department of Defense in implementing 
the legislation. In our opinion, we feel the DOD has essentially car- 
ried out their actions in a very independent manner. I think some 
of the comments today would underscore that. We would not agree 
that their particular implementation of the HHGTA should be sep- 
arate from the rest of the Federal Government. 

We have a brief comment about the current consideration of the 
highway user tax that this committee is involved in. We would en- 
courage, again, the committee to consider some of the statements 
the industry has already made this past week and earlier about the 
negative impact of that proposal. 

In summary, Mr. Chairman, I would like to also request that this 
committee really take a hard look at the future of the ICC and 
send some clear signals to the industry as to where it is going. I am 
referring specifically to our comments on the sunsetting of the 
agency. 

Thank you. 

[The statement follows:] 

Statement of Dr. T. Peter Ruane, President, National Moving & Storage 

Association 

background 

The National Moving & Storage Association (NMSA), formerly the National Fur- 
niture Warehousemen s Association, is a non-profit trade association organized and 
existing under the laws of the Commonwealth of Virginia. Its ofHcers are located at 
124 South Royal Street, Alexandria, Virginia 22314. 
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NMSA was founded in 1920. It is the oldest and largest of the natioal trade associ- 
ations of the household goods moving and storage industry ("industry"). Its member- 
ship consists of over 1,400 moving and storage companies located in communities 
throughout the United States and the world. Almost all the NMSA's members serve 
as local moving agents for the large national van lines. Additionally, many NMSA 
members possess Interstate Commerce Commission ("ICC") authority to engage in 
the interstate transportation of household goods in their own right, without func- 
tioning under the umbrella of van line operating authority or amliation. The vast 
nugority of the Association's members are relatively small moving companies 
having only one or two commercial locations. Approximately 80% of NMSA's mem- 
bers earn $1,500,000 or less. Nearly half of the membership, 43%, earns $500,000. 
Overall, NMSA membership is best characterized as representative of the small 
business component of the industry. 

GENERAL STATEMENT 

NMSA appreciates the opportunitv to reappear before this Committee to present 
its views on the implementation of the Household Goods Transportation Act of 1980 
(HHGTA). During our testimony before this Committee last year (October, 1981), we 
expressed our support for the Act as a balanced piece of legislation desired to 
reduce regulatory burdens for the industry and simultaneously add protecti<ms for 
the consuming public. We also expressed our concern that the industry was not 
being given sufficient time to adjust to the dramatic deregulatory changes. We be- 
lieve tnat the industry's experience of the past year vindicates our earlier concern. 
Binding estimates and volume discounts have, for example, led to below cost pricing, 
thus contributing to the sluggish financial condition of agents and warehousemen. 

The moving and storage industry is acyustincr to the deregulated environment. 
However, there is a need for the Congress and the Federal government to be more 
sensitive to the double barreled impact of radical regulatory change in a recession 
laced economy. Such sensitivity will enhance this industry's ability to adapt. 

NMSA SURVEY RESULTS 

As part of our efforts to assess the impact of the HHGTA, NMSA recently con- 
ducted a survey of its U.S. membership. A total of 55 responses from 25 states have 
been received to date (the results are still coming in). The results of this survey and 
our general experience form the basis for this statement.^ 

Among the broad goals of the Act are the reduction of unnecessaiy regulation, the 
strengthening of consumer remedies and protections and the establishment of carri- 
er flexibility in pricing and services.' The NMSA comments address our prelimi- 
nary views on how each one of these broad goals have been realized thus far. 

REDUCTION OF UNNECESSARY REGULATION 

Paperwork burden has been shifted, but not uniformly reduced 

Seventy-three percent of the NMSA survey respondents felt there has been no re- 
duction in the overall amount of paperwork and seven percent felt this burden had 
actually increased. Most respondents stated that the Act had simply resulted in a 
shift of paperwork. A number of examples were given. The growing use of binding 
estimates requires that movers develop appropriate new forms. As federal regula- 
tions decrease, some states have initiated their own new regulations. Movers are 
still required to keep records of claims and late pickup and deliveries. A number of 
members noted that tariffs are changing so rapidly that computer terminals are 
necessary to keep pace with the changes. This is a business cost impact not neces- 
sarily foreseen when the legislation passed. 

A number of areas were cited where regulation has lessened. The discontinuance 
of mandatory receipts (for each COD shipment), performance reports and "order for 
service" requirements (for national account transfers) were cited as positive develop- 
ments. 

Survey respondents similarly felt that the Department of Defense (DOD) was not 
fulfilling the goal of reducing regulatory requirements. Eighty percent of those re- 



^This survey was not randomly conducted in a statistical sense. However, based on our 
knowledge of our members, we believe it accurately reflects the experience of our membership 
as a whole and the small business component of the industry in general. A copy of the survey 
results and the instrument are attached to these comments. A more complete analysis will be 
provided later for the Committee's review. 

2 H. Rep. 96-1372, 96th Cong. 2d sess. 5 (1980). 
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sponding saw no change in DOD paperwork requirements. One mover noted that 
the new Air Force pack and crate contract had increased in length by a dozen pages 
and that the contract required legal expertise to understand it. Another stated that 
new intrastate regulations were burdensome to small business operations. NMSA 
reiterates its concern expressed last year that DOD's "independent ' approach to ad- 
herence to the HHGTA is of grave concern to the industry. 

CONSUMER REMEDIES AND PROTECTIONS 

ICC enforcement is incomplete 

Section 8 of the HHGTA restructured and strengthened the penalty provisions 
concerning the transportation of household goods. It is, however, a well known fact 
that ICC activities have been greatly curtailed in the move towards deregulation. 
This is graphically illustrated by the NMSA survey. Only one respondent felt that 
there had been a change towards greater enforcement by the ICC. 

The reduction of ICC staff and budget raises questions about the ICC's ability to 
implement the HHGTA. Given the evidence to date it is reasonable to question the 
need for certain rules absent the ability of the ICC to monitor them. This is of major 
concern to NMSA in regards to the IOC's attention to the activities of the self-haul 
industry. 

Scrutiny of self-haul industry needed 

The self-haul industiy has recently taken on programs that warrant the Commis- 
sion's full scrutiny. NMSA respectfullv requests that this Committee direct the ICC 
to investigate the programs of the self-haul industry. Many NMSA members have 
remarked that this sector is now offering broader services to the consumer and yet 
is not subject to the enforcement, oversight and filing requirements of the typical 
mover. This puts the average agent at a competitive disadvantage that has inadvert- 
ently been created by Federal action. 

In addition, this Committee should be mindful that many self-haul activities are 
escaping the state registration fees for vehicles and trailers by registering them in 
the so called "s£ife-harbor" states that do not require fees. These same vehicles in 
fact operate in states that do require fees. In effect, they pay no taxes, including 
Federal taxes, effectively enhancing their ability to compete with the regulated 
moving industry. The Congress concern with raising additional revenue for restora- 
tion of the nation's highways and bridges make this an area of fertile exploration. 

Dispute resolution programs underutilized 

Section 7 of the HHGTA established minimum requirements for informal dispute 
settlement programs. These programs were established to resolve shipper disputes 
in an expeditious cmd fair manner. 

Only 4 NMSA respondents indicated that they had used the dispute settlement 
prc^am and found it helpful. Many agents indicated that they turned consumer 
claims over to the carrier or to the insurance company, thus negating the need for 
dispute settlement actions. Some stated that they had advised consumers of the ex- 
istence of the program, but that the consumers had never indicated an interest in 
participation. While NMSA remains committed to the dispute settlement mecha- 
nisms, we are aware that consumer complaints are down and attribute this to the 
industry's better performance and the general drop in shipments over the past year. 

ESTABUSHBAENT OF FLEXIBLE AND INNOVATIVE PRICING AND SERVICES 

Industry financial performance is sluggish at best 

A recent report (dated September 1982) on the financial condition of the interstate 
household goods industry was prepared by the ICC Office of Compliance.' The 
report indicates, amon^ other things, that tonnage (of transportation goods) has de- 
clined since 1979 and that revenues from 1978-1981 have only increased at the same 
rate as the consumer price index (pages 7-9). A more recent report (dated December 
2, 1982) by the Household Goods Carriers' Bureau indicates that the earnings of the 
nations 15 largest household goods carriers declined during the third Quarter of 
1982, as compared to the same period in 1981. The decline is significant for the in- 
dustry as a whole, given that these 15 carriers account for approximately 80 percent 
of the total revenues earned by intercity household foods carriers. We believe data 
on the performance of agents and small carriers would reflect even greater declines. 



* "Interim ABsessment of the Interstate Motor Carrier Household Goods Transportation In- 
dustry, 1982", Ray Atherton, Chief of the Compliance Branch, OfHce of Compliance and Con- 
sumer Assistance (ICC). 
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These studies indicate that the household goods industry is experiencing economic 
problems despite some rate increases over the past year. 

The NMSA survey results and general experience affirm, however, that agents 
are experiencing financial difficulties. Seventy-seven percent of the respondents in- 
dicate that their revenues decreased or remained at a standstill. Market shrinkage, 
poor regional and national economic conditions and increased competition are cited 
as the responsible factors. 

In the area of increased competition, respondent indicate that a number of the 
new pricing methods have led to below cost pricing. According to one member: 

''With the COD binding estimate and the national account volume discount pro- 
gram from the van lines, the revenue per move has decreased— even despite rate 
increases. Our company is fighting competitively for each account and I would say, 
on the COD market, for each move as we have never competed before." 

NMSA favors the increased competition brought on by the HHGTA and the eco- 
nomic situation but argues strongly that the ICC should take a closer look at indus- 
try pricii^ practices to clearly identify any predatory actions. Closer scrutiny is pcur- 
ticularly importcmt in the case of the small mover. There is a real lack of informa- 
tion on how the Act is effecting this section of the industry. In our opinion, the 
smcdler mover is bearing the brunt of the financial difficulties in the industry. The 
ICC has a current prooeeding in the area of pricing (Ex Parte No. MC-166), but 
NMSA believes this is only a pro forma treatment with no strong intent to rectify 
problems that emerge. NMSA requests that this Committee urge the ICC to deed 
with this problem in a thorough manner with sensitivity to the impact of current 
pricing practices on the small agent and warehouseman and the general consumer. 

In light of the difficult times for the industry, NMSA wishes to publically express 
its thanks to Senator Danforth for the key role he played in the passage of the 
Prompt Payment Act of 1982. This Act is helping thousands of small businesses 
throughout the country to survive financially. Given that the slow pay problem has 
also been in evidence on the stete level, a stete slow pay coalition has been formed 
to act as a clearinghouse of information and an advocate of legislative change on 
the stete level, NMSA is playing a key role in this coalition, having helped in its 
formation and actively supporting its enbrts as a charter member. 

VOLUME DISCX>UNTS UNFAIR TO SBfALL MOVER 

As previously indicated, NMSA represents the small business component of the 
household gooos industry. Volume discounts favor the larger carrier because the 
smaller mover simply does not have the financial base or organizational capacity to 
consistency compete for discounts based on volume. Seventy-one percent of our 
survey respondents indicated that volume discounts were having a harmful effect on 
their business. Most indicated that volume discounts were leading to below-cost pric- 
ing and predatory behavior. In the words of one member: 

This practice [volume discounting] is actually a price war. The effect is lower 
profit margins for all involved but mostly affecting drivers." 

And another: 

"We have seen widespread volume discounts on what is commonly called the 
'COD' type of business. We have seen where our competitors have been quoting on 
price levels up to 25 percent below tariff charges." 

The ICC should esteblish guidelines on the nature of a predatory rate. In the ab- 
sence of these guidelines, volume discounts could foster the very kind of industry 
concentration that the Act was designed to prevent. Finally, as we also noted in last 
year's testimony, the average COD shipper does not e^joy such discounts and this 
reality raises serious equity issues. 

BINDING ESTIMATES ARE LEADING TO LOSS OF REVENUE 

Section 4(a) of the Act provides that household goods companies may offer a bind- 
ing estimate to a potential shipper. A binding estimate is, in reality, a contract to 
provide a set of services without reference to tne precise cost involved. 

Twenty-eight of our survey respondents (51 percent) offer binding estimates. 
Twenty-two of this number (79 percent) feel that binding estimates are unfair to the 
mover. Most indicated that they offer binding estimates because they are forced to 
by the competition. 

The ICC report cited earlier noted the effect of binding estimates on the revenues 
of the 5 largest carriers. The report compared the average revenue per item trans- 
ported by each carrier under binding and non-binding estimates. It found that the 
revenue of 4 out of the 5 carriers were substantially reduced when binding esti- 
mates were given. The ICC argued that the cause of the reduced revenue is the lack 
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of precise estimates being given by the agents. The I(X did not address whether the 
consumer was in fact paying more under a binding estimate versus use of the tariff. 
The NMSA survey and the ICC report both indicate that the nugority of agents 
are experiencing d^culty in adjusting smoothly to the binding estimate. As a 
result, costs are being underpriced and revenues decreased. The industry's experi- 
ence with binding estimates underlines a basic point of NMSA's testimony before 
this Committee last year: more time is needed for the industry to digest and con- 
form to the many novel regulatory changes and the full impact of these changes 
must be gauged with the existing national economic recession. 

MILITARY RATE PROGRAM POSES FINANCIAL DANGER TO INDUSTRY 

The DOD's proposed Intrastate Rate Program may also contribute to financial in- 
stability in the industry. This program awards incentive tonnage to the lowest rate 
setters. The low cost carrier is awarded 50 percent of the total tonnage and other 
carriers that adjust to the low rate share equally in the remaining tonnage. 

The military claims this proposal will enhance competition. In the opinion of 
NMSa, the opposite result — less competition— is far more likely, for two reasons. 
One, awards are based on bids that bear little relation to actual costs, thereby forc- 
ing carriers to offer services at non-compensatory rates. Two, household goods carri- 
ers already have various tcu-iff rates on file with the state or state tar^ bureaus. 
The military's filing program obliges carriers to assume an additional paperwork 
burden by forcing them to refile their rates with the militaiy. 

In Florida, only 30 of some 300 carriers have filed to bid in the DOD rate pro- 
gram. The low number, in our opinion, reflects the dual problem of non-compensa- 
tory rates and a higher paperwork burden. 

EXORBITANT HIGHWAY TAX COULD CRIPPLE SMALL MOVERS 

The Senate Finance Committee is currently considering the administration's high- 
way user tax proposal (S. 3044 Highway Revenue Act). NMSA believes that this na- 
tion's highway and bridge systems need to be upgraded, and we support the fiye 
cent per gallon fuel tax increase, in addition to a fair increase in truck user and 
excise taxes. However, a portion of the present proposal includes a 200% tax increae 
on trucks. The increase is particularly steep for larger trucks. This increase is exor- 
bitant and will impose a serious financial burden on small movers and owner-opera- 
tors. NMSA joins with other industry groups in opposing this portion of the propos- 
al that imposes unreasonable taxes on truck owners and operators. A more equita- 
ble formula should be established. 

ADVERSE IMPACT OF NEW POOLING ARRANGEMENTS 

Both the Household Goods Transportation Act and the Motor Carrier Act stress 
competition and reduced regulation as ways of achieving a better and more effective 
motor carrier service. As part of this effort, the agents' flexibilty to utilize his own 
operating authority was greatly enhanced when tiie operational regulations of the 
household goods carrier were revised to conform to the HHGTA. 

At present, however, a proposed van line policy threatens the ability of the agent 
to operate independently. This proposal, currently being investigated by the IOC, ^ 
gives the agent an option to either establish a separate subsidiary or lose its agent 
status. If the proposal is implemented, it will likely set a pattern for agent-van line 
relationships throughout the industry. 

NMSA believes that this van line proposed policy violates the spirit of the Motor 
Carrier Act and the HHGTA. The cost to the typical agent of establishing a subsidi- 
ary business is prohibitive. The expense includes such items as the maintenance and 
painting of separate equipment, separate employees, driver's uniforms, packing ma- 
terials, address, telephone, advertising and office equipment. Most carrier agents 
who wish to remain af^iated to this van line would effectively be obliged to aban- 
don their independent operating authority. The end result is fewer options to the 
consumer and less competition in general. NMSA has, in its comments filed in the 
case, urged the ICC to reject the proposed van line policy contained in an amended 
pooling agreement. 



• Docket No. MC-F-14784, The Applicabilty of 49 U.S.C. 11342 to Agreements Between House- 
hold Goods Carriers and Noncarrier Agents. 
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ANTITRUST STATUS OF STATE COLLECTIVE RATEMAKINO UNCERTAIN 

A recent court decision {U.S. v. Southern Motor Carriers Rate Conference, 672 F. 
2d 469 (5th Cir. 1982)) held certain state collective ratemaking activity to be in viola- 
tion of Federal antitrust laws, on the grounds that the state legislature had not 
clearly exempted the associations from antitrust liability. In the opinion of NMSA, 
state legislatures should clearly exempt intrastate collective ratemaking from anti- 
trust liability. Absent this liability, smaller movers will be unable to determine 
their costs and set competitive prices, given that they are unable to generate the 
necessary data. This is of interest to this Committee given your interest in review- 
ing the results of the Motor Carrier Ratemaking Study Commission. 

This issue was discussed at the 14th annual meeting of the National Council of 
Moving Associations (NCMA) last week. NCMA is a NMSA affiliate organization of 
state associations of movers and warehousemen. NCMA provides a forum for close, 
continuous cooperation among the state associations. The annual meeting offers 
state association representatives an opportunity to share experiences and to discuss 
matters of mutual interest. 

The sixteen (16) state associations in attendance (representing some 5,000 compa- 
nies) unanimously passed the following resolution: 

"A. That a moratorium be placed on Federal funds being expended to pursue anti- 
trust violations involving collective rate making in any state where a state regulates 
the intrastate rate making procedures for motor cariers. 

''B. That legislation be proposed that will preclude the FTC and/or the DOJ from 
initiating or intervening in any antitrust proceeding in any state where the state 
regulates its intrastate rate making procedures for motor carriers." 

NMSA appreciates the complexity and sensitivity of the cited issue. Pending the 
outcome of the Motor Carrier Ratemaking Study Commission's efforts, we may be 
offering other more formal suggestions to deal with the aformentioned problem. We 
appreciate the opportunity now to bring this issue to the Committee's attention. 

THE FUTURE OF THE ICC? 

In the past year, the ICC has been responsive to NMSA's suggestion for a Nation- 
al Advisory Committee to facilitate discussion and policymaking between the ICC 
and the industry. The NMSA suggestion to form a Committee was motivated by a 
desire to rectify the historical, adversarial-type relationship between the ICC and 
the industry. A number of meetings have been held and in general an informal ap- 
proach is being taken to meet NMSA's concerns. NMSA commends the ICC for their 
support and looks forward to continuing the improved dialogue established in 1982. 
NMiSA is concerned, however, about the lack of a clear cut direction on the future 
scope of the ICC's endeavors. 

Much has been said in transportation circles about the question of ''sunsetting" 
the agency. Budget cuts and various administration pronouncements seem to signal 
that preservation of the ICC is open to serious question. In addition, imminent rec- 
ommendations of the Motor Carrier Ratemaking Study Commission may drastically 
change the role of the ICC. In light of this pattern, NMSA respectfully suggests that 
this Committee strive within its perogatives to clarify the outlook for the ICC and 
any counterpart Federal agency (i.e. Department of Transportation). Insights into 
the timing or scope of any policy or role changes for the ICC would enable the na- 
tion's moving and storage industry to better adapt in the marketplace. NMSA has 
yet to form a position on "sunsetting the ICC", but is very concerned that absent 
more precise directions from Congress and the Federal government, that industry 
operating decisions and practices will emerge that could be deterimental to a 
smooth regulatory transition. In other words, a clear Congressional regulatory 
thrust and policy with the ICC would significantly enhance our industry's planning 
and service to the public. 

CONCLUSION 

The Household Groods Transportation Act is a balanced piece of legislation that is 
vital to the economic health of the household goods transportation industry and is 
of critical interest to the consuming public. As a result of the national economy, and 
inconsistent government policy (e.g. DOD vs. ICC), the implementation of the 
HHGTA has not been smooth. The largest difficulty stems from the rapid imple- 
mentation of the Act. The NMSA survey, in combination with the ICC report, shows 
that movers have yet to fully adjust to the dramatic changes in pricing and services. 
The industry remains captive of the vacillations of the national economy, particular- 
ly interest rates and related housing developments. In light of this reality, clear and 
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unequivocal government regulatory policy is warranted. The moving and storage in- 
dustry can and will adjust to the changing climates of the '80s. Strong Congressional 
and administration recognition of this wUl assure that the industry and the public 
benefit. NMSA respectfully requests that this Committee scrutinize our suggestions 
and thoughts regarding the self-haul industry, volume and discount pricing prac- 
tices, agent/van line pooling arrangements, the role of the DOD, state ratemaking 
issues, highway user tax, and the future of the ICC. We would be glad to amplify on 
our statement. 

Survey Questions for the Oversight Hearing of the Household Goods 
Transportation Act 

regulatory burden 

In your judgement has the regulatory burden been reduced? Can you cite specific 
areas where the paperwork burden has been increased or decreased? Please evalu- 
ate the effect of any changes in terms of st€iffing, specific financial costs, etc. Cite 
the new regulations that have proven to be helpful or harmful. 

VOLUME discounts 

How has the widespread volume discounting affected your business? Have you 
witnessed any evidence of below-cost pricing or predatory rate setting? 

GOVERNMENT TRAFFIC 

Since one of the primary goals of the Household Groods Transportation Act of 1980 
is to reduce regulation by all federal agencies, it is important to evaluate the efforts 
of the Department of Defense in reducing regulatory requirements. During the past 
year have you noticed any initiative on the part of the military to lessen this 
burden? If not, can you give examples of how DOD regulations have affected your 
operations? Where has it proven the most costly? (i.e. new contracts, ratemalung.) 

AGENT-VAN UNE RELATIONSHIPS 

How have the new or changed pricing, operating authority, and pooling arrange- 
ments affected your relations with your van line? 

BINDING ESTIMATES 

What is your overall assessment of the use of binding estimates? Has it provided 
more flexibility in quoting estimates? Do you offer binding estimates? 

DISPUTE SETTLEMENT PROGRAMS 

Have the dispute settlement programs proven useful? Has it proven to be a more 
expeditious and less costly method of settling claims? Has it served as a useful sales 
too? 

ENFORCEMENT 

With the enactment of the HHGTA, the Interstate Commerce Commission's en- 
forcement authority was strengthened by expanding its civil penalty capability. 
Have you witnessed any change in the Commission's regional enforcement efforts? 
(Has it increased or decreased?) Have you been involved in any spontaneous inspe- 
tions of operations? Are there areas of operations that are not being enforced? 

FINANCIAL PERFORMANCE 

Have your moving revenues increased in the past year? Identify the factors re- 
sponsible (i.e. increased competition, market shrinkage, regulatory relief or burden, 
increased marketing etc.). 
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NMSA PRELIMINARY SURVEY RESULTS 



Number of responses tdbulated 55 

Number of states represented 25 

Number and percent seeing: 

No change In the regulatory burden 40 73 

An increase in the regulatory burden 4 7 

A decrease In the regulatory burden 7 13 

Number and percent asserting that volume discounts have had: 

An adverse impact on the industry 39 71 

A positive impact on the industry 4 7 

No impact on the industry 2 4 

Number and percentage seeing: 

No change in the amount of military regulations 28 51 

An inaease in the amount of military regulations 6 11 

A decrease in the amount of military regulations * 1 2 

Number and percentage seeing: 

No change in agent-vanline relationships 15 27 

A change for the worse in agent-vanline relationships 21 38 

A change for the better in agent-vanfme relationships 1 2 

Number and percent offering binding estimates 36 66 

Number and percent regarding binding estimates as: 

Harmful to the industry 26 46 

Useful to the industry 13 24 

Number and percent participating in the dispute settlement program 4 7 

Number and percent asserting that the program is: 

Useful to the industry 2 4 

Not useful to the industry 2 4 

Number and percent seeing: 

No change in enforcement by ICC 30 55 

A decrease in enforcement by ICC 6 11 

An increase in enforcement by ICC 1 2 

Number and percent experiencing: 

A decrease in financial performance 35 64 

An increase in financial performance 8 15 

No change in financial performance 7 13 

*Tw«rty respondents dM not reply to this question. Eighty percent of those that dM (28/35) saw no change in the level of regulations. 
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Command to comply with the Household Goods Transportation Act 
and the Regulatory Flexibility Act. 

The continuation of unnecessary rules and regulations sponsored 
by the ICC is evident in the new 10.56 regulations that cover the 
day-to-day operations of the moving industry. These new rules are 
really just a rehash of the old 10.56 rules. They require the indus- 
try's continued use of too much paperwork and documentation that 
result in added costs which earners must pass on to the consumer. 
Tliese regulations also result in the consumers receiving volumi- 
nous brochures, lots of documents, and paperwork that really tend 
to confuse shippers, rather than to educate them. 

We constantly requested that the ICC consider a proposal that 
we made sometime ago that we called ''Zero-Based Regulations." 
That doesn't mean zero regulations, but much reduced regulations 
from what we presently have. They were designed to reduce the pa- 
perwork and, at the same time, protect consumers from harm. We 
still think that zero-base approach to regulations merits some con- 
sideration. 

. The ICC's own report shows a marked reduction in consumer 
complaints. We recognize that this has been brought about by re- 
duced shipping volumes in the last couple of years, and also the ef- 
fects of various market conditions that result from that condition. 
But it has also been brought about by the improved operational 
flexibility that has been made possible by the act. 

Although industry performance in terms of customer service has 
steadily improved over the last few years for all of the reasons we 
have mentioned, we can't help but wonder how much greater that 
improvement might have been had the ICC, in fact, adopted the 
policy and purposes of the Household Goods Transportation Act as 
its own. 

It is clear to us, though, that we need less regulation, particular- 
ly now in this period of slow economy. Details of all that are in our 
written testimony, so I will not go into any more detail. 

Our second concern is with the new rules for lease and inter- 
change of vehicles. A substantial portion of the hauling, the actual 
providing of transportation services in our industry, is provided by 
owner/operators who are under contract to the agencies in our in- 
dustry, rather than being owner/operators under contract directly 
to the van lines. 

The change that is cont€dned in these new leasing rules would 
require carriers to become responsible for the actions of other par- 
ties under contract with each other. These parties don't desire or 
need our interference. The new regulation is not needed in our in- 
dustry. There has been no proof of such need by the ICC. 

Our third concern is in the matter of the Military Traffic Man- 
agement Command's continued use of their own carrier evaluation 
rating sjrstem that requires a detailed rating system on every 
sin^^le shipment. We wonder why we should have to grade the de- 
taua of satisfactory service when reporting of poor service would 
really suffice. The labor and the paper used on 90 percent of the 
shipments could be saved. 

The military had a system a few years ago that worked on an 
exception basis. It was a simple plan to penalize carriers that had 
serious or frequent service failures. Contrary to some remarks that 
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were made earlier this morning, the General Accounting Office did 
a study on that CERS reporting system, and in their report they 
indicated that the CERS cost the public $3 million annually with- 
out any improvement in carrier performance. CERS is only one ex- 
ample, and we cited several in our testimony. 
[The statement follows:] 

Statement of Richard Russell and Charles Irions on Behalf of the American 

Movers Conference 

introduction 

Mr. Chairman and Members of the Subcommittee. 

My name is Richard L. Russell. I am president of Aero Mayflower Transit Compa- 
ny, Indianapolis, Indiana and chairman of American Movers Conference Board of 
Directors. Accompanying me today is Charles Irions, president of the American 
Movers Conference. 

The American Movers Conference, Inc.,* appreciates this opportunity to appear 
before the Subcommittee for its second oversight hearing on the impact of Public 
Law 96-454, the Household Goods Transportation Act of 1980. 

In our testimony before the Subcommittee in October of last year, during the first 
oversight hearings on implementation of the Act, we expressed our serious concern 
over the manner in which the Act was being administered. Our testimony centered 
upon the perceived failure of the Interstate Commerce Commission and the Depart- 
ment of ENefense to fulfill their obligations under the Act to reduce unnecessary reg- 
ulation. 

In the year that has followed, the situation has not changed and these agencies 
continue to ignore or give inadequate attention to the policy objectives of the Act. 

excessive government regulation continues to hamper reauzation of the 
goals estabushed under the household goods transportation act of 1980 

Congress by enactment of the Household Goods Transportation Act provided clear 
direction to the Interstate Commerce Commission and other federal agencies as to 
the future scope of operating regulation it envisioned for household goods carriers. 
This direction from Congress was sorely needed, for in its absence the moving indus- 
try was faced with unnecessary, overburdening paperwork and operating require- 
ments which ill-served both consumers and movers. 

In giving effect to its finding that extensive regulatory interference with the day- 
to-day operations of motor common carriers of household goods was responsible to a 
large extent for the ills then afflicting the industry. Congress directed the Interstate 
Commerce Commission and other responsible federal agencies to minimize their reg- 
ulation of household goods carriers to the fullest extent possible consistent with the 
complementarv goal of consumer protection, and to rely instead upon the competi- 
tive forces unleashed by other provisions of the statute granting carriers greater 
operational flexibility. 

Unfortunately, these agencies have chosen to ignore this directive, and excessive 
regulatory interference in the day-to-day operations of the household goods moving 
industry remains the order of the day more than two years after enactment of the 
Household Goods Transportation Act. 

INTERSTATE COMMERCE COMMISSION CONTINUES TO FAIL TO FOLLOW THE INTENTIONS OF 
CONGRESS TO EFFECT SUBSTANTIAL CHANGE IN ITS APPROACH TO REGULATION OF THE 
HOUSEHOLD GOODS MOVING INDUSTRY 

Regulations governing industry-consumer relations 

The Interstate Commerce Commission has stated clearly on a number of occasions 
that its broad policy in response to the Motor Carrier Act and the Household Goods 
Transportation Act is the reduction of regulation and the encouragement of greater 



* American Movers Conference, Inc. is a national trade association of the household goods 
moving industry, representing carriers and agents of all sizes on whose behalf it custoimuily 
appears in proceeding before the Interstate Commerce Commission, the courts, and other feder- 
al agenci ' "" * 



[ agencies. Its members transport over 90 percent of the household goods moved in interstate 
commerce. It is a non-stock, non-profit, corporation organized and existing under the laws of the 
District of Columbia, with offices at 400 Army-Navy Drive, Arlington, Va. 22202. 
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reliance on market forces. But that policy has not yet been applied consistently and 
appropriately to the regulation of household goods motor carriers. 

At last year's oversight hearings, the American Movers Conference testified to the 
industry's disappointment at the failure of the Interstate Commerce Commission to 
accomplish a meaningful reduction in regulation for movers. Specifically, the Com- 
mission had been directed in Section 6 of the Act to review and revise all of the 
household goods carrier operational regulations with the view towards achieving the 
vei^ minimum of regulation consistent with consumer protection. 

llie best overall illustration of the Commission's failure to appreciate what Con- 
gress had in mind was seen in the proposed regulations the Conunission announed 
very shortly after the Act was sign^, ostensibly in response to Section 6. The Com- 
mission subsequently rejected the industry's suggestion that instead of the proposed 
'l>and-aid" approach, a fresh start from a zero-based concept was needed to cure the 
maladies of the existing regulations. We believe our "zero-based" regulatory ap- 
proach more accurately reflected the goal of Congress to achieve minimum r^a^a- 
tion by identifying those areas appropriate for regulation where there is a need for 
^pper protection, while leaving other areas that do not have a serious potential for 
consumer harm to carrier responsiveness through enhanced competition. 

As detailed in our statement submitted before this Subcommittee in 1981, the 
final operational rules adopted by the Conmiission gave only an illusion of change. 
The industry has been operating under the new rules since December 1981, and we 
are more convinced than ever that the Commission needs to take another look at 
the industry's zero-based approach to regulation. 

Without repeating the numerous references made in last year's testimony to spe- 
cific requirements under the Sub 36 rules, we believe it is appropriate to cite a few 
more examples of how the Commission errs in its current approach to ''minimized" 
regulations (references are to Title 49 of the Code of Federal Regulations): 

(1) 1056.2, Information for Shippers. In the guise of improving regulation, the 
commission rewrote the pamphlet it requires each carrier to give a prospective 
household goods shipper. Unfortunately, in at least twoplaces, the shipper is affirm- 
atively misled. The document, labelled Publication OCP-100, states that a carrier 
may not impose additional charges beyond those specified in a binding estimate. 
The statement ignores the fact that carriers are permitted to add charges for serv- 
ices not included in the estimate. Similarly, the description of non-binding estimates 
fails to note that the rule requiring delivery on payment of 110 percent of the esti- 
mate amount is inapplicable when storage is involved, whether or not storage was 
contemplated at the time the estimate was completed. The publication further im- 
plies that a carrier must always provide a shipper 24 hours advance notification of 
delivery, when under the regulations such notification need be provided only upon 
request. Each of these problems, along with others, has required a substantial 
amount of carrier time in explaining to shippers that the ''official Commission Pub- 
lication" is wrong. It is difficult to conceive now the public interest is being served 
when the Commission not only requires dissemination of erroneous information, but 
then fails to correct its own errors after they have been pointed out. 

"(2) 1056.4, Final Charges on Shipments Subject to Minimum Weight or Volume 
Provisions; 1056.5, Order for Service. The commission requires that each Order for 
Service contain any minimum weight or volume charges applicable to every ship- 
ment. These minimum charges must be referred to on every Order for Service, even 
where a sepcurate estimate of charges is provided the shipper. The carrier is thus 
required to perform a useless exercise which does little more than add to the carri- 
er's cost of aoing business. 

"(3) 1056.7, Determination of Weights. The commission requires that the weight 
ticket contain both the tractor and the trailer number of the truck being weighed. 

"Only the trailer is essential to this process, so long as the tractor has not been 
changed. In addition, both the name of the shipper and the carrier's registration 
number are required to be noted on the ticket, when only one of those ought to be 
sufficient for proper identification." 

Despite the failure of the Interstate Commerce Commission to adopt the funda- 
mental objectives of the Household Goods Transportation Act of 1980 as their own, 
and despite the extensive regulatory interference which thus continues to afflict the 
day-to-day operation of the industry, motor common carriers of household goods 
have nonetheless managed significant strides toward eliminating or alleviating the 
toublesome conditions which prompted passage of the statute. Nowhere is this prog- 
ress more evident than in the improvements in service and resultant increase in 
consumer satisfaction accomplished by the industry during the Act's brief existence, 
as evidenced by the following averages for the top thirteen household goods carriers, 
representing approximately eighty percent (80 percent) of all household goods ship- 
ments during this period: 
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INDUSTRY AVERAGES FOR TOP 13 CARRIERS ' 



1979 1980 1981 



Shipments 932,477 850,526 815.867 

Percent of estimates within ±10 percent 45.9 52.1 (») 

Percent of shipments picked up on time 95.8 97.3 97.7 

Percent of shipments delivered on time 88.4 92.3 94.1 

Percent of shipments with no claims or daims less than $50 « 81.3 80.0 92.8 

Average time to settle a daim 26.0 25.2 24.0 

Percent of shipments without an ICC complaint 98.0 98.3 (») 

* North AfiwricM, AIM, United, MsyfloiMr, Albs, Bckins, Anwriun Red Bil, Globil, Lyon, Wheiton, Burahim, Fenistroni, snd Nstional. 
> 1981 finn shows percent of shipments with daims less than $100. 

* Not avaitabie. 

Source: IOC Carrier Performance Reports. 

The significant gains evidenced by the foregoing statistics can be attributed to the 
fundamental chan^g^es effected under the Household Groods Transportation Act of 
1980. 

Simply stated, Congress was right. Increased service competition, made possible 
by the operational flexibility afforded carriers and the improved performance data 
afforded consumers under the Act, has allowed the industry to accomplish in two 
years what heavyhanded bureaucratic interference was unable to accomplish in 
more than a decade. Thus, even though the agency cooperation called for under Sec- 
tion 6 of the statute has thus far faQed to materialize, Congress' rejection of the 
traditional regulatory approach in favor of increased reliance upon free market 
forces has been proved correct, and the industry is happy to report that the House- 
hold Goods Transportation Act is working. 

The industry, however, cannot help but wonder how much greater the gains 
would have been, and how much further the industry could have progressed in its 
efforts to provide efficient and effective service to the consuming public, had the In- 
terstate Commerce Commission in fact adopted the policy and purposes of the 
Household Groods Transportation Act as its own. 

It should be noted at this juncture that the current Commission has evidenced a 
greater degree of sensitivity to carrier needs than its predecessors. This subtle shift 
away from the adversarial stance of the past is evidenced by, among other things, 
the current measure of reasonableness and restraint which characterizes Conunis- 
sion enforcement of its existing operational regulations. 

Undoubtedly, the improvements in service and shipper satisfaction noted above 
are to some extent attributable to this increased willingness on the part of the Com- 
mission to grant carriers some measure of the operational flexibility contemplated 
under the statute. Nevertheless, it is the position of the American Movers Confer- 
ence that the ultimate success or failure of^the Household Goods Transportation Act 
should not be allowed to rest upon the momentary temperament of individual Com- 
missioners. Particularlv in light of the continued intransigence of the Department 
of Defense, which will be discussed later in this statement, it remains clear that fur- 
ther Congressional action is required if the fundamental objectives of the Household 
Goods Transportation Act of 19o0 are to be realized. 

As a start, the Subcommittee should give careful consideration to the "zero-based" 
regulatory approach previously proposed both to the Interstate Commerce Commis- 
sion and this Subcommittee by the American Movers Conference. Under this ap- 
proach, the Commission and other responsible regulatory agencies would be re- 
quired to justify each and every regulation adopted as essential to the protection of 
tne shipping public, and leave to correction by the marketplace those aspects of car- 
rier operation which do not pose serious potential for consumer harm.' A zero-based 
approach is particularly warranted in view of the "business as usual" response by 
the ICC and DOD to the existing directive of Section 6 of the statute. 

The AMC plans to petition the Commission in the near future for a review of the 
Sub 36 operational regulations. We would hope the current Commission will be 



' Requiring federal agencies to weigh carefully the impact of rMfulatory reouirements by cost- 
benefit analysis is a central theme of the regulatory reform bill approved by the Senate and 
currently being considered in the House. If a cost benefit analysis was made of the Commission's 
current Sub 36 rules, a drastic reduction would be clearly justified. 
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more responsive than its predecessors to consideration of a zero-based methodology 
to accord with the minimum regulation objectives of the Act. 

Leasing regulations for owner-operator contracts 

Another example of the Commission's continued opposition to Congress' mandate 
to reduce regulation is found in two recent Commission decisions, Ex Parte No. MC- 
43 (Sub No. 7A) and Ex Parte No. MC-43 (Sub No. 13), dealing with rules modifica- 
tions for lease and interchange of vehicles. These proceedings adopted additional 
regulations for carriers and their agents in connection with leasing contracts negoti- 
ated with owner-operators. 

The decision in Ex Parte No. MC-43 (Sub-No. 7A) lease and interchange of vehi- 
cles (leases involving carrier agents), is particularly onerous as it establishes a new 
regulatory obligation for carriers to ensure their agents comply with the Commis- 
sion's leasing rules in dealings with owner-operators who may handle shipments 
under the carriers' authority. Mover/agents with no interstate authority will for the 
first time be subjected to the Commission's complex leasing rules. Effecting compli- 
ance with this new obligation will inevitably result in a new layer of regulation by 
requiring carriers to oversee the terms of contracts their agents negotiate with their 
own owner-operators. 

The owner-operator plays a significant role in the household goods moving indus- 
try. But his position, both now and in the future, cannot be divorced from the eco- 
nomic realities which surround his utilization. In many respects, the owner-operator 
has found a niche in the industry simply because he is an efficient, conscientious 
operator. Any substantial increase in the cost, whether direct or indirect, of utiliz- 
ing the services of owner-operators will, however, undercut this efficiency and seri- 
ously jeopardize his future within the industry. There is nothing sacrosanct about 
the owner-operator's role in the trucking industry. He will survive or not survive as 
a competitor in a tough market. If the owner-operator has problems today, it is but 
a product of being part of an industry thrown into the vigors of competition during 
a less than vigorous national economy. 

The Commission's stated rationale for the additional regulations is to protect 
owner-operators and assure their continued participation in surface transportation. 
We are concerned that the Commission's actions are a poor substitute for the natu- 
ral workings of the marketplace and may hinder rather than aid the owner-opera- 
tor's relationship with carriers and their agents. 

If the Commission is attempting sincerely to protect the owner-operator, it is ap- 
propriate to ask why the fuel surcharge, a direct benefit to the owner-operator, was 
eliminated. Additionally, we might question why the Commission has approved con- 
tracts and volume discounts which result in sharply decreased revenues to owner- 
operators. Although the rules adopted apparently were well-intended, it is curious 
that by enacting these current regulations and creating new regulatory impedi- 
ments, the (Commission is in effect actually encouraging carriers not to use owner- 
operators. 

Ex Parte No. MC-43 (Sub No. 7A) is a prime example of costly, burdensome, un- 
necessary regulation. Regulation 1057.12(n) requires the carrier to ensure that 
owner-operators, under contract to agents, whose equipment is being used to provide 
transportation on behalf of the carrier, receive all rights and benefits due an owner- 
operator under the leasing regulations. This regulation is a perfect example of a 
rule being implemented without the slightest conception of the practical matters in- 
volved. 

In the first place, the carrier has no way of knowing which drivers or agents are 
owner-operators. The carrier basically has a lease agreement with the agent for 
equipment and a driver. It does not know, nor can it tell, whether the driver sup- 
plied by the agent is an owner-operator or an employee of the agent. In order to 
determine whether the drivers are owner-operators or not, the carrier would have to 
continuously inspect/audit all the agents with whom it has lease agreements. The 
carrier would have to examine all contracts between agents and owner-operators 
and determine the method of compensation. The carrier would now be infringing 
upon the contractual rights of the parties. The leasing regulations also require that 
the owner-operator be p£dd within 15 days after submission of the necessary docu- 
ments. Since the 15-day period begins to run on the date the necessary paperwork is 
submitted, it is practically impossible for the carrier to audit the papers, pay the 
agent, and the agent then pay the owner-operator, all within 15 days. 

Some questions arise in connection with this requirement. What if the agent re- 
quires the owner-operator to submit the paperwork direct to him and in turn he 
submits the paperwork to the carrier? Does the 15-day period begin to run when the 
paperwork is submitted to the agent or to the carrier? In either event, it would be 
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extremely difficult, if not impossible, for the carrier to control the owner-operators' 
payment within 15 days. The agent may not be in a financial position to pay the 
owner-operators in advance. Manv agents are small independent businesses and are 
not able financifidlv to pay until they receive payment from the carrier. 

These additional regulations add unnecessary costs and burdens on the carrier to 
police their agents, and in effect, infringe upon the contractual rights between the 
agents and their owner-operators without a demonstrated need for such intrusion. 
The Conunission, in promulgating these regulations, has not taken into account that 
eiach agent, as an independent businessman, has his own procedures and methods of 
operations with his owner-operators. If they do not want to deal with the agents or 
carriers' procedures, owner-operators are free to contract with other agents or carri- 
ers. "The procedures and methods of operations between the agents and owners have 
been nurtured over many years, and are working effectively. To change past proce- 
dures that are working effectively, to conform to some impractical idecd without any 
showing of a need for change, is the height of folly. With economic conditions and 
competition as they currently are, it is not the time to enact such regulations. 
Before changes are made to a system that has historically worked effectively to a 
system that may or may not work, a showing of great need for the change must be 
made and a study of the consequences of such changes on th6 carriers, agents and 
owner-operators must also be made. 

In Ex Pcurte No. MC-43 (Sub No. 13) the Conunission has added further unneces- 
sary regulations. The new requirements in essence put the Commission in the role 
of judge and arbiter to determine any legal disputes regarding contractual obliga- 
tions between carriers and owner-operators. In rule 1057.12 the Conunission added a 
performance clause that would, in effect, give judicial authority to the Commission 
to determine legal issues. This attempt to usurp the functions of the judicial system 
through a rulemaking proceeding is unnecessary and inappropriate, particularly in 
light of the proposals for future sunsetting of the ICC. It is our belief that disputes 
regarding contractual obligations and the performance thereof should be resolved in 
its proper forum — the judicial system. The Commission is already attempting to 
apply leasing regulations to terminated owner-operators who are no longer function- 
ing in the transportation industry when there is a dispute between the parties. If 
the parties cannot reach agreement, it then becomes a matter for judicial review, 
not for an arbitrary decision by the Commission. 

The current leasing regulations in 49 CFR 1057 are not without problems of their 
own. A combination of impractical regulations and Commission interpretations have 
made compliance with the regulations very difficult, if not impossible. For example, 
regulation 1057.12(d) requires the lease state that the ctu-rier has exclusive posses- 
sion and control of the equipment during the lease. Owner-operators are independ- 
ent contractors and their tax status depends upon meeting certain conditions. One 
of the conditions for independent contractor status is that they must have control 
over how they will carry out their assignments. If the ccurier states in its lease that 
it has exclusive possession and control, can the owner-operator still satisfy the con- 
ditions of an independent contractor, or would he be classified as an employee with 
all the resultcmt ramifications? Owner-operators are justly proud of their independ- 
ent contractor status and do not want to be classified as an employee of a carrier. 

Regulation 1057.12(1X5) requires the carrier to pay interest on escrow funds at 
least quarterly. We agree with that rule. However, the Commission takes the posi- 
tion that this interest must be paid to the owner-operator quarterly, even though he 
has requested that the carrier credit the interest to his escrow account so that it, 
too, can accumulate interest. We believe this interpretation is unreasonable, and is 
an act of strictly enforcing a regulation for the sake of that regulation. 

The Commission has failed to consider the industry practice of giving advances to 
owner-operators that average 50% of their linehaul revenue on an assigned but not 
yet bonded shipment. This practice provides the operator with the operational and 
other funds prior to his performance. 

Regulation 1057.12(g) requires that the lease specify that pajrment to the lessor be 
made within 15 days after submission of the necessary delivery documents. The 
Commission has taken the position that this rule applies to terminated owner-opera- 
tors. Regardless of whether there are reasonable disputes between the carrier and 
owner-operator concerning the amount owed, or whether the owner-operator wiU 
owe money to the carrier subsequent to the 15-day period, the Commission's position 
is that all funds must be released within the 15 days. We believe that it is unreason- 
able to require a carrier, on the threat of violation of the rules, to release funds to a 
terminated owner-operator within 15 davs of receipt of the paperwork when there 
are disputes between the parties, and where the owner-operator will owe money to 
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the carrier subsequent to the 15-day period. A reasonable time should be allowed to 
settle any dispute and clear up any indebtedness. 

We do not believe that the additional regulations propounded by the Commission 
are necessaiy; nor are they within the mandates of the Motor Ca^er Act and the 
Household tioods Transportation Act of 1980. Before any additional regulations are 
enacted, we believe that a need must be shown. They must be cost justified and a 
study must be made to determine the consequences on all parties. We also believe 
this same procedure should be followed with the existing regulations, so that we can 
truW eliminate all unnecessary regulations and reduce paperwork. 

The new leasing regulations are virtually impossible of compliance and cannot be 
cost effectively justified by the Commission. The carriers cannot afford the tremen- 
dous cost of auditing third-party contracts and payment procedures between agents 
and operators. 

The owner-operator contract system within the household goods segment of the 
motor carrier industry has been working efficiently and satisfactorily for a number 
of years. Although well-intentioned, the mjenority at the Commission simply do not 
understand the mipact these new rules will have on those affected by them. In a 
dissenting opinion to Ex Pcurte No. MC-4d (Sub No. 13), Conmiissioners Sterrett and 
Andre state . . ." the Commission should be taking steps to reduce regulation in 
ways which wiU benefit not only the owner-operator but the consuming and ship- 
ping public as well . . . Rather than adopting more regulations, we should be elimi- 
nating regulatory impediments.'' The American Movers Conference strongly en- 
dorses these sentunents. 

We believe it is clear that the household goods moving industry must be exempt 
from these new r^^lations which run counter to the directions given by Congress 
in the Household Goods Transportation Act. 

THE FAILURE OF THE DEPARTMENT OF DEFENSE TO COMPLY WITH THE WILL OF CONGRESS 

One of the primary objectives of both the Household Goods Transportation Act 
and the Regulatory Flexibility Act of 1980 (Public Law 96-354) was to reduce regula- 
tory requirements and administrative paperwork. Section 6(bXd) of the Household 
Goods Transportation Act and the House report specifically direct the Department 
of Defense to actively pursue this objective. Likewise, the Riegulatory Flexibility Act 
requires Federal agencies to anticipate and reduce the impact of rules and paper- 
work requirements on small businesses. The Department of Defense denies tne ap- 
plicability of the R^g^atory Flexibility Act provisions to its rulemaking activities. 
That position will be discussed later in this statement. 

Household Goods Transportation Act 

The Department of Defense and its subagencies charged with the regulation of 
household goods transportation on behalf of the United States government have as 
yet failed to so much as acknowledge their concomitant obligation under Section 6 
of the Act to reduce regulatory interference in the daily operations of the moving 
industry. Our testimony at last year's oversight hearing strongly confirmed the De- 
partment of Defense's failure to comply with the Household Goods Transportation 
Act. During the ensuing year, the situation has only worsened. We offer the follow- 
ing examples in support of that judgment. 

In 1976 the Military Traffic Management Command, which is responsible for 
managing the movement of personal property (household goods) for the Department 
of Defense personnel, discarded a workable and relatively simple quality control 
program and replaced it with a complex, burdensome program called the Carrier 
Evaluation and Reporting System (CeRS). At that time the industry went on record 
as opposing the new system which required considerably more paperwork and ad- 
ministrative effort on the part of the Defense Department and the industry. 

The previous quality control program was basically a ''management by exception" 
procedure. In other words. Department of Defense traffic mans^ers maintained per- 
formance data only on problem shipments. If a trend of unsatisfactory service devel- 
oped, the carrier was notified and warned that deficiencies in its operation must be 
corrected. Failure to correct deficiencies resulted in carrier suspension or disqualifi- 
cation from doing business at that installation for a specified period of time. This 
system worked well. 

Under the CERS pro-am a rating form is prepared on every domestic shipment 
and the shipment receives a numerical score. Copies of the rating form, which is 
prepared in four copies, are provided the carrier and its agent. Carriers who fail to 
mamtain a specified minimum average score during a six month period at a mili- 
tary installation are disqualified from receiving shipments at that installation for 60 
days. Because of the scoring system, rating forms must be prepared and distributed 
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for shipments which moved without incident as well as those on which deficiencies 
were noted. Thus, the ''management by exception" principle was replaced by a 
costly and voluminous paperwork system. 

In 1981 the Military Traffic Management Command realized the CERSprogram 
was far too complicated. At that time they had the opportunity to cancel CeBS and 
revert back to the former quality control system which requires much less adminis- 
trative cost and effort. However, they elected not to do that. Instead, in 1982 MTMC 
revised the CERS program to make it simpler for installation transportation offices 
to administer. Industry again made its objections to the entire program known to 
MTMC. The simplification merely made it easier to determine numerical scores. 
However, it did not reduce paperwork in any way whatsoever. Literally thousands 
of unnecessary pieces of paper are still prepared, distributed, stored, and ultimately 
destroyed annually. ^^ 

Earlier this year the Greneral Accounting Office completed a review of the CERS 
program. One of their findings should be of interest to you: 

"DOD's personnel costs alone for processing CERS paperwork are about $3 million 
annually. Since MTI^C cannot attribute any improvement in carrier performance to 
the CERS program, we question whether DOD can justify such a costly paperwork 
exercise.'' 

Another example is the MTMC proposed system for filing intrastate rate tenders 
which is scheduled to be implemented nationwide in October 1983. A few states 
have deregulated the transportation industry. MTMC had to revise their intrastate 
rate filing procedures to conform with conditions in those few states. Even though 
the mcgority of the states have not deregulated, MTMC now plans to impose the 
new procedure on the regulated states too. Apparently, for the sole purpose of at- 
taining uniformity, changes are to be made in a system that is already working well 
and for which universcd changes are not required. Industry has expressed its opposi- 
tion to MTMC. Time and money are being expended to revise a procedure that does 
not need revision. To repeat the often quoted phrase, we feel that MTMC is "trying 
to fix something that ain't broke." It is interesting to note that in June 1980 
instructions for filing intrastate rates were contained in V^ of one page of a single 26 
page document which prescribed procedures for filing both interstate and intrastate 
rates. The proposed new procedure for filing intrastate rates only consists of a 23- 
page filing instruction document plus an additional 148-page rate solicitation docu- 
ment which is actually a separate nationwide intrastate tariff prepared by MTMC. 
This action cannot in any way be construed as a reduction in paperwork. 

Another example is the revised pack and crate contract. This contract, used pri- 
marily for preparation of unaccompanied baggage in lots of 200-400 pounds for 
movement, was expanded in 1982 from 41 pages to approximately 140 pages. Much 
of this expansion is due to the inclusion of a quality assurance procedure which re- 
quires use of a complicated random sampling technique. Although this procedure is 
appropriate for large-scale assembly line production of hardware items or clothing 
items, the relatively simple tasks required of a pack and crate contractor certainly 
do not justify such a complex surveillance and sampling system. 

Military traffic managers at the various installations frequently either do not un- 
derstand the programs described above or do not have adequate personnel resources 
to implement the correctly. This is both frustrating and costly to ccuriers. In order 
to protect their own interests, earners must be aware of aU the regulations; must 
understcmd them; must monitor their implementation by military traffic managers; 
and must initiate appeals to installations or to higher headquarters to rectify errors 
which have adverse impact on them. 

We have no doubt that DOD personnel are conscientious and dedicated to execut- 
ing their responsibilities. However, something must be done to change the philos- 
ophy that problems can only be solved by expanding an existing regulation or im- 
posing a new one. 

The Regulatory Flexibility Act (RFA) and its application to the promulgation of 
rules by the Department of Defense 

It goes without saying that the regulatory reform movement has spawned numer- 
ous l^islative landmarks for the household goods motor carrier industry. One of the 
most important for the moving industry, which is composed almost entirely of net- 
works of small business entities, was the Regulatory Flexibility Act (RFA) passed in 
1980 to encourage Federal agencies to utilize innovative administrative procedures 
in dealing with small businesses. 

The RfA as it amended the Administrative Procedure Act (APA) has as its main 
purpose the goal of tailoring rules promulgated by regulatory agencies to the size 
and resources of those affected by them. The threefold purpose of the RFA is to en- 
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courage agencies toward analysis, communication and realistic adoption of their 
rules affecting small business. The Act requires agencies to analyze the impact of 
their rules on small business, to communicate these burdens by publishing them in 
the Federal Register, and to consider less burdensome regulatory methods. The Act 
and the process it requires aim toward improving the r^ulatory environment for 
small entities. 

The Department of Defense takes the position that it does not issue regulations 
that are std>ject to the Act. We believe that insofar as its procurement rules are 
concerned, DOD errs in its refusal to comply with the RFA. As a result, the benefits 
of the RFA has not been realized by household goods carriers and agents providing 
moving services to military members. 

DOD advances several arguments for its broad exemption from the Act, the most 
discussed rationale being that every function it undertakes, including procurement 
of aU goods and services, is a "military function" which is exempted from the public 
notice and comments procedures of rulemaking under the APA. 

We disagree with this position because both the legislative history of the APA and 
conmion sense dictate that Congress meant "military function" in the traditional 
sense of the word. The act of procurement is clearly not a military function as it 
relates to the purchase of transportation services for the personal effects of military 
members. 

Our view in this matter is supported by the U.S. Small Business Administration 
and Uie Chairman of the House Small Business Committee. 

CONCLUSION 

The express purpose of this oversight hearing ia to ensure that the Household 
Goods Transportation Act of 1980 is being implemented according to Congressional 
intent and purpose. This is a duty that Congress has chosen to impose upon itself 
and is now law. If that duty can be discharged by a mere public hearing, then the 
Act will inevitably fail to achieve its express objectives. Congress must give correc- 
tive guidance, otherwise a department or agency not contradicted by the authorizing 
committee following an oversight hearing will assume that it has carried its burden 
under the law and will continue on the wrong course. 

We are grateful for the opportunity to express our concerns today. It is our strong 
belief that the course being pursued by the Department of Defense and the Inter- 
state Commerce Commission in purported accordance with the provisions of the 
Household Goods Transportation Act is not merely inadequate but counterproduc- 
tive. Under these circumstances, affirmative direction from the Congress is needed 
to ensure that the goals of the Act are indeed attained. To that end, we respectfully 
request that the Senate Commerce Subcommittee on Surface Transportation direct 
that the Department of Defense and the Interstate Commerce Commission adminis- 
ter the law as written and as Congress intended to minimize regulation of the 
household goods motor carrier industry to the mcudmum extent feasible. 

Senator Danforth. Thank you very much. 

With respect to the paperwork problem that each of you has 
mentioned in your testimony, do you have some method of dealing 
with the ICC to express your concerns and your complaints on a 
continuing basis? 

Mr. Taylor stated that his door is open and that he wants to 
have a continuing process. Do you feel that that is in existence 
now, or can the ICC improve on that in some way? 

Mr. Russell. As Chairman Taylor stated this morning, the ICC 
has exhibited a lot of intentions to cooperate. The open-door policy 
has definitely been in effect. We have had every opportunity to sit 
and talk with Chairman Taylor and members of his staff. 

There have been indications all along that changes are forthcom- 
ing to reduce the paperwork, but we really have not seen them yet. 
We are looking forward to them. 

Dr. RuANE. I would like to, again, state for the record that the 
current Commission, all the Commissioners have clearly had a very 
open policy with this industry, and we commend them for it. 
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I think the issue that we are talking about with paperwork was 
dwelt on in the exchanges you had a few minutes ago with the ear- 
lier witnesses. It is a question of a separate approach being taken 
by the DOD to the implementation of the act. The incident that 
was cited was finally resolved through a legal interpretation, but I 
think what we are here to say is that this needs to be looked at. 

Why is it necessary to have two different approaches? You, your- 
self, dwelt on the example where the service is the same. The 
working circumstances of the individual may be different, but 
there is no reason why we can't have the same rules. 

Senator Danforth. On the question of discounts of which you 
spoke, Dr. Ruane, why would you think that discounts are predato- 
ry? 

Dr. Ruane. We think they are potentially predatory because 
larger carriers have the services to offer such programs to their cli- 
entele whereas a small carrier cannot. These kinds of practices are 
quite prevalent today, and they are becoming almost commonplace. 
As a result, it puts the small mover at a tremendous disadvantage. 

We can't cite specific evidence at this point that this is having a 
predatory effect, but we think the potential is there. We encourage 
this committee to urge the Commission to really get into that rela- 
tive to the MC-166 proceeding. 

Senator Danforth. Do you have anything to add, Mr. Russell? 

Mr. Russell. Not on that subject. 

Senator Danforth. With respect to the effect of the new law on 
small shippers, do either of you have any reason to believe that the 
effect is different between large shippers and small shippers? Has 
this act been a boon to one and not to the other? 

Mr. Russell. It would take a long time to really answer that one 
fully, but at the present time in our industry, pricewise, supply and 
demand is really what is setting the price today. With the economy 
in the situation it is today, there is an oversupply of capacity to 
provide service. That is pushing rates down for big shippers in a 
number of different ways — volume discounts, contract carriage ar- 
rangements. Some individual shippers are getting reduced rates 
through binding estimates. 

The situation may turn around when the economy turns around, 
but we don't really know that at this time. I think the dangerous 
aspect of it is, in our industry, and you alluded to it a little bit in 
your example about the two different moves, there really is not 
economy of scale in the trucking industry, and that is going to con- 
tinually keep rates at the lowest possible level, I believe. 

When the economy turns around, if the situation doesn't change, 
when there is less capacity than there is demand for the service, 
the situation will need to be addressed specifically. 

Senator Danforth. I am not sure I followed the answer. The pre- 
vious witness, when asked, said that he does not as yet know the 
difference, if any, in the effect of the act on small carriers and 
large carriers. He wanted to reserve judgment on that. 

Mr. Russell. I think there is potential harm for both. In the case 
of the small carrier and the small agent, there is probably less op- 
portunity for them to diversify their businesses. The larger carri- 
ers, like my company, have ongoing programs to continue to diver- 
sify in order to lessen their dependence on a single line of business 
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that is now subject to a rate situation that may not be favorable in 
the long run. The small carrier has less opportunity to do that. 

Dr. RuANE. Mr. Chairman, I would submit very strongly that 
there has been a very distinctive difference in impact between the 
large carrier and the small carrier. Our own survey results, pre- 
liminary as they are, when combined with our day-to-day experi- 
ence and earlier studies, including flnancial ratio studies we do 
every year on surveying our membership, would indicate that the 
small agent is clearly suffering more so than the larger carriers as 
a result of the current discounting practices, and as a result of the 
current national and regional economic situations. This combina- 
tion of factors makes it is clear to us, in any event, that the small 
agent is suffering disproportionately. 

Senator Danforth. Gentlemen, thank you very much. 

Dr. RuANE. Thank you, Mr. Chairman. 

Next we have Mr. Cornish Hitchcock. 

STATEMENT OF CORNISH F. HITCHCOCK, DIRECTOR, 
TRANSPORTATION CONSUMER ACTION PROJECT 

Mr. HrrcHCOCK. Thank you, Mr. Chairman. 

On behalf of TCAP, I appreciate the invitation to be here this 
morning. I would like to summarize our testimony in basically 
three parts — the good news, the bad news, and some recommenda- 
tions for the future. 

The good news is that which some of the other witnesses have 
mentioned; namely, the availability of binding estimates, guaran- 
teed service programs, full value liability protection, various dis- 
counts, and the establishment of an informal dispute resolution 
system. Those are the sorts of reforms which Congress intended, 
and we are delighted to see that they are taking place over time. 

The bad news, if you will, is the fact that we are still getting too 
many consumer complaints about the sort of things that Congress 
wanted to address when it passed this legislation. Some of the re- 
forms are really not spreading as far or as quickly as we would 
like. Let me just focus on two in particular. 

Binding estimates is one. According to the ICC figures in the pre- 
liminary assessment, only about 15 to 20 percent of all moves will 
be carried on a binding estimate this year, and one carrier, Beck- 
ens, is principally responsible for almost all binding estimates. 

We still continue to get complaints from people who get a very 
low estimate and find, when they get to the other end, that they 
have got to pay several hundred dollars more. One example I cited 
in the testimony is a woman from Spokane, Wash., who thought 
she was going to get a $1,200 move, and in fact it turned out to cost 
$2,000. She hired a lawyer. The lawyer wrote to the van line and 
got back a form letter saying, "We can't pay this claim because it 
would be discrimination. It is the sort of thing that is illegal." 

Frankly, that is the sort of thing that was supposed to be ended 
by the statute, and as long as we have people who are continuing 
to receive these types of low-ball estimates, but forced to cough up 
all the extra money, the reforms really have not gone far enough, 
and we think further change is necessary. 
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The other item I would like to focus on is the dispute resolution 
svstem. As has been mentioned, two plans have been adopted by 
tne trade associations. We are pleased that they are in effect and 
that they have been so widely adopted. The problem is — and it is 
still too early to evaluate how they work in practice — that they are 
limited just to loss and dam^e claims. 

As we read the statute as it was passed 2 years ago, the idea was 
that this would resolve the entire dispute, not leave shippers in the 
position where they have to take some claims to arbitration and 
some claims to litigation. That is not terribly efficient, and it really 
keeps the consumer in some of the bind that he or she was in 
before the passage of the statute. 

We understand that the industry hasn't had much experience 
with this particular plan yet. As time goes on, they may feel more 
willing to bring more claims under the arbitration umbrella. But 
this is one thing that has to be closely monitored because it relates 
to what I think Chairman Taylor mentioned, the fact that consum- 
ers don't have anyone to go to bat for them. 

What they really do need is an ability to resolve individual prob- 
lems with the carrier, short of litigation. The arbitration plan, we 
thought, is a good way of balancing the scale and giving them the 
mechanism to do that. We hope that it will work and that more 
and more complaints will come under that particular umbrella. 

One thing, I think, that has been mentioned is the fact that con- 
sumer complaints are down. Frankly, we don't think that that is a 
particularly good barometer of the nature of consumer problems, 
just because there are so many outside variables that could affect 
the total number — fewer people are moving, the ICC cut out its 
consumer hotline, and also the fact that the consumer booklet now 
says to call the mover directly. 

What I have mentioned in the testimony as far as further re- 
forms, I would like to focus on three in the area of ICC "sunset," as 
has been mentioned in the airline industry already, and elsewhere. 

As far as licensing and entry, we think there should just be a fit- 
ness standard. Let a carrier prove that it is able to meet insurance 
and safety standards; that is the sort of responsibility that could be 
transferred over to the Department of Transportation. 

As far as rates, one of the single most important reforms would 
just be abolishing the antitrust immunity for collective rate- 
making. Frankly, we really see no reason why movers should con- 
tinue to be able to set their rates the same way that OPEC oil min- 
isters set world oil prices, particularly when you have the problems 
with nonbinding estimates that I have mentioned. There is just no 
excuse for continuing this really extraordinary special protection 
for this particular industry. 

Finally, one area that might be transferred elsewhere is, the 
ICC's consumer protection or antitrust type of responsibilities. 

That concludes my time, and I will stop there. Thank you. 

Senator Danforth. Thank you, Mr. Hitchcock. 

On the binding estimate situation, what remedy do you suggest 
for the problem that you have noted? 

Mr. Hitchcock. The remedy on that, I think, is iust getting carri- 
ers away from collectively setting their rates, to force each carrier 
to offer estimates which are based on the carrier's individual costs. 
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That will achieve price certainty which is something that consum- 
ers have wanted. 

Senator Danforth. Ending antitrust immunity would be suffi- 
cient to do what? If that were done, would there be more binding 
estimates? 

Mr. HrrcHCOCK. There would no longer be the established rate 
bureau level for nonbinding estimates. Each carrier would then be 
free, or in effect required to look at his own costs and to rely more 
on estimates. 

Part of the problem here is the fact that there seems to be resist- 
ance to offering binding estimates either from the agents or from 
the industry. The current mechanism allows a mover to go out and 
make, in effect, a low-ball, nonbinding estimate and to collect the 
full established rate. That does not provide much incentive to come 
in with accurate estimates. 

One of the reasons why there has not been greater reliance on 
binding estimates is, I think, the nature of the market as well. 
People make one-time-only moves, and after 40 years or so, people 
are not really aware of the fact this legislation has taken effect, 
and they still think that all movers are pretty much alike. 

Senator Danforth. I am not sure how the antitrust situation 
works into the binding estimate. 

Mr. HrrcHCOCK. A binding estimate is based on each carrier's 
own costs. They send their estimator out to look at it, and that 
person makes a particular choice. The way a nonbinding estimate 
works, there is a particular rate based on how many miles you are 
traveling, and what the mileage is. Those are the sorts of rates 
which are set across the board for moves on all participating carri- 
ers. The idea was that there would be equal moves for equal rates. 

If you get carriers out of the business of sitting down to discuss 
collectively what is the "correct rate" for each and every move, 
then there would be requirements to set the rates on an individual 
basis. 

The problem with nonbinding estimates is that I could call up 
three movers, I could get nonbinding estimates for $800, $900, 
$1,100, and each mover could still charge $1,300 because that is the 
collectively established rate. So what is the incentive to come in 
and say, '*We think it is $1,300, and that is what you are going to 
be charged." The customer may say, "$1,300 is too much, I will go 
with the guy who offered me $800," and then find out, when he or 
she gets to the other end that they have to pay $1,300. 

A system which places more reliance on the individual estimator 
going out and basically sticking with the figure that he or she gives 
to the shipper would have a lot more impact on competition, both 
price competition and also taking some of the nasty surprises out 
of finding out that the rate is much higher when you get to the 
other end. It would save some of the problems such as weight- 
bumping, that are also prevalent. 

Senator Danforth. Thank you very much, sir. 

Mr. HrrcHCOCK. Thank you. 

[The statement follows:] 
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Statement of Cornish F. Hitchcock, Director, Transportation, Consumer 

Action Project 

Chairman Danforth, Members of the Subcommittee: 

On behalf of the transportation Consumer Action Project (TCAP), I appreciate the 
invitation to testify this morning at this annual oversight hearing on implementa- 
tion of the Household Goods Transportation Act of 1980. TCAP is a nonprofit con- 
sumer organization whose members include 15 consumer groups in 14 states. We 
testified l^fore this Committee during its consideration of this Act, as well as during 
consideration of the Motor Carrier Act of 1980 and the Bus Regulatory Reform Act 
of 1982. In addition, we have appeared before the Interstate Commerce Commission 
in proceedings of interest to consumers, and we have provided informational materi- 
al to the public regarding household goods moving and other transportation services 
where consumers are direct purchasers of such services. 

When TCAP and other consumers groups supported the enactment of reforms 
contained in the Household Goods Transportation Act, it was with the hope and ex- 
pectation that increased competition and reduced ICC regulation would help remedy 
some of the major problems faced by consumers in making a move: inaccurate esti- 
mates; a lack of price competition; poor service, including failure to pick up or deliv- 
er goods in a narrow time frame; and inadequate claims procedures. 

In assessing the progress made on these fronts over the past few years, there is 
some good news and also some bad news to report. The good news is that a number 
of the reforms which Congress envisioned when it enacted this legislation have 
started to come into being. Specifically, I am referring to the fact that binding esti- 
mates are now available to shippers, as all major and many smaller carriers have 
moved to give customers price certainty; far from providing this quality service at a 
higher price than the established formula for non-binding estimates, an ICC staff 
study suggests that the binding estimates offered by the five largest van lines are at 
or below the established tariff level. There have also been a few innovative pricing 
plans, notably senior citizen and volume discount plans. In an effort to improve 
service quality, some carriers offer ''guaranteed service" plans under which the 
company will pay a specified sum, usually around $100 a day if it does not pick up 
or deliver one s goods during the specified period. To take some of the sting out of 
loss or damage claims, there is also the possibility of obtaining full value liability 
protection, which allows shippers to recover the replacement value of lost or dam- 
aged goods, rather than simply the depreciated value. Finally the establishmentl of 
an informal dispute resolution system, to which all major carriers and a number of 
smaller carriers participate, which is designed to facilitate the settlement of loss 
and damage claims without the consumer having to go to court. 

That is the good news. The bad news is that these sorts of reforms have not 
spread widely throughout the industry, where there seems to remain resistance to 
taking advantage of all of the opportunities made available under the Act. For in- 
stcmce, binding estimates remain the exception, not the rule, and will be used in 
only about 20 percent of all moves this year, according to ICC staff estimates. While 
Bekins pioneered by offering binding estimates and now makes them available as a 
matter of course unless a customer requests a non-binding estiniate, there has been 
resistcmce from the four larger van lines, which let their agents "elect" to make a 
binding estimate if one is sought by the customer. Perhaps this is not surprising, 
considering the fact that many shippers are one-time-only customers who may not 
realize that binding estimates are available for the asking and the fact that manv in 
the industry remain enamored of weight-and-mileage-based rates which are collec- 
tively set under a virtually unique grant of immunity from the antitrust laws. 

Also, some of the reforms that have been implemented are not problem free, at 
least from the shipper's standpoint. Take, for example, the concept of guaranteed 
service, with a penalty if the carrier does not pick up or deliver your goods within 
the specified period of time. While some carriers have established a penalty of $100 
"or $125 for evenr day the company is late, we understand that some carriers have 
made such penalties into an absolute limitation on the mover's liability, even if the 
actual harm suffered by the shipper as a result of the delay exceeds that sum. More- 
over, some carriers are paying such penalties only for delays that are caused by the 
moving company, not by any third party. 

As for dispute resolution, we are pleased that two principal trade associations 
have drafted and received ICC approval for their dispute settlement programs, and 
that a number of carriers have decided to participate. We are disappointed, howev- 
er, that these programs are limited only to loss and damage claims. As we read the 
Act, it was Congress' intent that such dispute resolution programs be available to 
resolve all elements of a dispute which may curise between a shipper and a mover, 
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not just one phase of it, the loss and damage element. We hope that as the industry 
gets more experience with dispute resolution, it will be more inclined to extend the 
program to cover other claims as well. Unfortunately, it is still too early to evaluate 
how the existing programs are working in practice, but we would urge you to con- 
tinue to monitor this area to see if the goal of improved claims procedures is becom- 
ing a reality. 

On bcdance, then, the reforms which have flowed from the Act are certainly wel- 
come, but they are still comparatively few, and many consumers are not realizing 
the benefits of increased competition. I realize that consumer complaints received at 
the ICC are down dramatically, but such figures are a poor barometer of consumer 
satisfaction, especially in light of the ICC's removal of its consumer hotline, the fact 
that the lOCs information pamphlet encourages consumers to contact the mover, 
and the larger demographic trend away from frequent relocations, which is likely to 
be heightened in a recessionary economy. 

Take, for example, the problem of inaccurate estimates. Not so many years ago, 
inaccurate non-binding estimates were, on an average, too low 50% of the time and 
too high 50% of the time. According to the most recent survey compiled by the ICC, 
however, nearly half (46%) of the estimates given were still too low often forcing 
customers to scramble to come up with the extra money to get their goods off the 
truck. Let me give just one example of a complaint we recently received, which 
should illustrate that things are not all that rosy. A woman who had moved out to 
Spokane, Washington had a non-binding estimate from a mover for $1200. After the 
goods were weighed and delivered to her new home in Spokane, however, the mover 
insisted on receiving $2000 in payment. She retained a lawyer who complained to 
the company, and he got back a form letter which indicated that the $2000 claim 
had to be paid in full, because if it was not paid, the company would be guilty of 
discrimination, which is illegal under the Motor Carrier Act. This excuse is a bit 
lame, since to our knowledge the ICC has not recently brought any suits against 
firms which charge the estimated price instead of the rate bureau price. In fact, one 
of the reasons why binding estimates were legalized was to get away from this 
system which protects movers from treating their customers fairly. It seems to us 
that as long as shippers are experiencing problems of this sort, as long as movers 
are using ICC regulation as an excuse to avoid fair dealings with their customers, 
then further reform is necessary. 

As you know, TCAP strongly advocated reform of ICC regulation of this industry 
during the last Congress. Based on what we have seen over the past two years, there 
can be no doubt that regulatory reform can work if given the chance. What the 
public needs at this stage is more reform, if the benefits which Congress intended 
are to be widely available to consumers. 

In this connection, we understcmd that the Reagan Administration may send to 
Congress next year a bill that would essentially abolish or "'sunset" ICC regulation 
of the motor carrier industry, and transfer those functions which Congress believes 
should be retained to another agency, in most instcmces, the Department of Trans- 
portation. This is the model in the Airline Deregulation Act of 1978, which is to 
take effect once the Civil Aeronautics Board is abolished in 1985, and this Commit- 
tee should consider appljdng this approach to the household goods industry as well 
in the next Congress. As the example I just cited indicates, there are cases in which 
ICC regulation is used to protect movers from their customers, not to protect cus- 
tomers from the movers. 

How could ICC sunset of this industry be effectuated? What reforms would be ap- 
propriate? Let me suggest an approach with respect to the Commission's m^or func- 
tions in the key areas. 

FITNESS AND UCENSING 

At present, carriers must prove their "fitness," i.e., their ability to comply with 
federal safety and insurance requirements. In addition, it must be shown that grant- 
ing the application would not be "inconsistent with the public convenience and ne- 
cessity." We believe that the "public convenience and necessity" test could be 
simply abolished, and responsibility for assuring compliance with safety and insur- 
ance standards be shifted to the Department of Transportation's Bureau of Motor 
Carrier Safety, which is responsible for setting stcmdards in these areas anyway. 
This is the model for the airline industry after the CAB is gone, i.e., airlines will 
generally be required to have a certificate from the Federal Aviation Administra- 
tion showing compliance with its safety stcmdards without regard to a CAB certifi- 
cate which specifies where the airline can operate. 
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I would note in this regard that ICC Chairman Taylor has recommended lowering 
the "public convenience and necessity" standard to a less demanding ''public inter- 
est" test, and in fact, Congress adopted such a provision in the Bus Regulatory 
Reform Act of 1982. Theproblem with this approach is that it still entails a lot of 
bureaucractic paper shuffling in the processing of applications, which only serves to 
delay the introduction of new service to the public. In addition, a "public interest" 
standard can be just as vague as the "public convenience an4 necessity" standard, 
and it is subject to re-interpretation as the membership of the Commission changes 
over time. Considering the Congress's reluctance in recent years to give agencies a 
blank check of discretionary authority, we believe that the best approach would be 
to allow "fit" carriers to offer service as they choose without regard to any "public 
interest" or related inquiry. If movers can prove that they can comply with federal 
and safety insurance requirements, that should be the extent of federal licensing 
requirements. 

RATEMAKING 

The Motor Carrier Act of 1980 abolishes antitrust immunity for collective setting 
of motor carrier rates, including those in the household goods moving industry, ef- 
fective 1 January 1984. Congress should go further and lift antitrust immunity 
across the board, especially for collective action on general rate increases. We see no 
reason why movers should be allowed to set their rates the same way that OPEC 
sets world oil prices. Such collective ratemaking would be illegal for non-regulated 
industries, and this single reform would most effectively iivject more competition 
into the industry to the benefit of the public. 

CONSUMER PROTECTION 

The Commission has established certain consumer protection standards, set forth 
at 49 C.F.R. Part 1056, and the authority to issue and enforce such regulations, as 
well as the authority for monitoring and approving dispute resolution plans, could 
be transferred to the Federal Trade Commission, or, as an alternative, the Depart- 
ment of Transportation. This approach would essentially put movers in the same 
position as "non-regulated" companies, which are free to choose what services they 
want to offer in particular markets and at what price, but which are still subject to 
the antitrust laws and to antitrust-type federal regulation of unfair, deceptive and 
anti-competitive practices under the FTC Act. 

This approach is fully consistent with the goal of replacing ICC "cartel" regula- 
tion with marketplace competition, as even Adam Smith recognized that market 
failures do occur. The traditional remedy for such failures in this country has been 
the enactment of antitrust laws or antitrust-type regulations of the sort adminis- 
tered by the FTC. I should add that this approach was proposed by the leadership of 
the Senate and House Aviation Subcommittees when they drafted CAB "early 
sunset" legislation earlier in this Congress. Under those bills, the CAB's present au- 
thority to regulate unfair, deceptive and anti-competitive practices would go to the 
FTC, and that model is fitting here, since the IOC's regulations were intended to 
remedy similar types of consumer abuses, e.g., weight-bumping, failing to make 
pick-ups or deliveries within the promised time frame, etc. 

I should add as a footnote to this point that one of our disappointments with the 
ICC over the past two years is its failure to adopt performance standards, which 
were contemplated by the Act and which would serve to guide the Commission in 
prosecuting those movers who were the worst offenders in terms of failing to meet 
these consumer protection rules on a regular basis. One of the significant reforms of 
the Act was the increased power it gave the Commission to pursue such chronic of- 
fenders, but so far the Commission has not shown much interest in exercising its 
power in this area. 

In closing then, we believe that some of the reforms which Congress intended 
have come to pass. These changes have been gradual, however, and there are still 
too many consumers who are not fully benefitting from the greater competition and 
improved service options that many hoped would follow in the wake of this statute. 
That is why we encourage Congress to go further than it did in 1980 and to enact 
further reforms which would phase out the way in which the ICC presently regu- 
lates this industry. 

That concludes my statement. I will be happy to answer any questions you may 
have. Thank you. 

Senator Danforth. Next we have Ronald Sibila, and John 
McBrayer. 
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STATfiBfENTS OF RONALD R SIBILA, PAST PRESIDENT, MAY- 
FLOWER WAREHOUSEMEN'S ASSOCIATION; AND JOHN 
McBRAYER, MOVERS' AND WAREHOUSEMEN'S ASSOCIATION 
OF AMERICA, INC. 

Mr. SiBiLA. Thank you, Mr. Chairman. 

By way of explanation, I am Ron Sibila, and I am President of 
People's Cartage of Massillon, Ohio. We are a diversifled truclcing 
company, providing services of warehousing, intermodal transpor- 
tation, regular trucking, and also we are agents for Aero May- 
flower Tr^isit Co., with agencies in Massillon, Ohio, Canton, Ohio, 
and Parkersbuig, W. Va. 

I am here today representing the Mayflower Warehousemen's 
Association, which is an organization made up exclusively of agents 
for the Aero Mayflower Transit Co., as such, we are independent, 
small businessmen. Many of us are family-owned organizations, 
some of us in the second and third generation. We probably gener- 
ated somewhere in tlie area of $175 million of transportation serv- 
ices last year. 

We have sort of a dual interest in these proceedings. First of all, 
we are the ones that provide the service for the van lines. We are 
Vie ones that own the equipment. We are the ones that pay the 
drivers and the helpers, and many times we are also bound by 
Teamster contracts. Also, many of us have our own operating au- 
thority. So the final implementation of this act really does affect 
us. 

We have three areas of concern. Our most serious concern is in 
the area of volimie discounts for the large shippers and the mili- 
tary. Section 10741 of the act prohibits discrimination, but what ap- 
pears in the statute certainly is not in practice. It is usually the 
van lines that intiate these discounts, and then for competitive rea- 
sons, the agents must follow suit. 

We have no control or say over these discounts. We are the ones 
in Massillon, Ohio, and Canton, Ohdo, that are actually providing 
these services at reduced rates, and we are the ones that must 
meet the pajrrolls. 

We also want to go on record here as supporting collective rate- 
making. Many times we have as many as four different agents in- 
volved in a single move. It would be practically impossible for each 
of us to generate our own rates. Many of us don't even have the 
sophistication or the know-how to do it. So we must have some or- 
ganization, some method of accumulating this cost data in order for 
us to stay in business. 

I think what we all forget is the fact that we do have the right of 
independent action. So any time that these rates would get out of 
line competitively, I am sure that the van lines would certainly 
take independent action and have in the past. The proponents of 
doing away with collective ratemaking really have a lack of knowl- 
edge, in my estimation, of our day-to-day operating services. 

Our flnal area of concern is in the area of the leasing regulations 
that will go into effect at the end of this year. I don t think they 
have considered the intermittent or short-term lease by the agent 
to the van line, especially as it relates to the driver and some of 
the paperwork. Also the hew rules will cause a severe conflict in 
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maintaining the independent contractor status for owner/opera- 
tors. 

So the small businessmen, our MWA members, are vitally con- 
cerned with the direction of our Nation's transportation system, as 
we take pride in offering regular, nondiscriminatory, quality serv- 
ice at reasonable rates to our customers, and we hope that this sub- 
committee will give some considerations to our views. 

[The statement follows:] 

Statement of Ronald R. Sibila, Past President, Mayflower, Warehousemen's 

Association 

My name is Ronald R. Sibila, 1979 President of the Mayflower Warehousemen's 
Association. I am also the owner of three local moving companies located in Massil- 
lon and Canton, Ohio and Parkersburg, West Virginia, all of which are agents for 
the Aero Mayflower Transit Company. 

The Mayflower Warehousemen's Association (hereinafter referred to as "MWA") 
is an Indiana Not-for-Profit Corporation originally chcurtered by the State of Indiana 
on February 6, 1935. Its principled and only office is located at 9247 North Meridian 
Street, Suite 120, Indianapolis, Indiana 46260. Membership in MWA consists exclu- 
sively of the agents of the Aero Mayflower Transit Company, Inc. (hereinafter re- 
ferred to as '"Transit Company"). MWA is a voluntary association, i.e. all agents 
electing to become a member in MWA do so on a voluntary basis. Termination of 
membership in MWA is also by voluntary action on the part of the individual 
member, or only for cause by MWA. 

It is important to the submission herein that this Subcommittee know the general 
overall background and facts of the member-agents who compose this association. 

(a) Each member-agent is an independent businessman, acting as an agent for the 
Transit Company; 

(b) In 1981, the member-agents generated ''dollar volume" in sales in excess of 
$175,000,000 (One hundred seventy Ave million dollars); 

(c) Member-agents are small businesses, mostly family owned, who represent the 
Transit Company in every state of the United States and in foreign countries, and 
in every major metropolitan city of the United States; 

(d) Member-agents must depend upon their "moving business" and its correspond- 
ing regulations for their livelihood and their destiny. 

Therefore, our member-agents do have a great interest in, and concern with, the 
Interstate Commerce Commission's implementation of the Household Goods Trans- 
portation Act of 1980 and these Congressional Oversight Hearings. 

The purposes and objectives of MWA as set forth in part of its Bylaws include: 

"To act, suggest, and assist on behalf of its members concerning . . . rules and 
regulations . . . before State and Federal agencies; that will be in the best interest 
of the agent-member, and the industry as a whole . . ." 

Therefore, MWA has the Corporate authority to submit this written Statement on 
behalf of its members. 

A number of MWA's members have a "dual" interest in these Oversight Hearings 
before this Subcommittee and the flnal Rules adopted by the Commission in that (a) 
they are providing interstate hauling for the Transit Company and (b) many have 
ICC authority in their own name and stead. 

The Rules adopted by the Commission "greatly affect" each and every agent- 
member of MWA. They are the individuals and companies who "actually perform" 
a great deal of the moving services rendered to the public and are therefore, serious- 
ly affected by the outcome of these Rules and the implementation of the Act. 

Additionally, the member-agents can be and are assessed for flnes and penalties 
resulting from non-compliance with technical violations of the Rules of the Commis- 
sion. Therefore, it is vitally important this Subcommittee recognize and understand 
the flnal Rules adopted by the Interstate Commerce Commission must also be rea- 
sonable and applicable to the agent. 

VOLUME DISCOUNT RATES 

The most serious concern we have today is the plight of the small businessman/ 
agent in a market place where large volume shippers, such as the military or cer- 
tain national accounts, are able to demand and extract considerable rate concessions 
from the industry. 
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Almoal every MWA monber m dMnfied m **amall BusiiieaB" under the current 
mm fliandanb of the Small BusinesB Adminwtrmtion (SBA) and. as sudu many do 
not have the financial resources or capabilities to withstand a lengthy **rate wmr**. 
This continaed practioe may ofier "short-sighted** bsj^mins* but it will most certjdn> 
1^ lead to a long^erm destructive impact on small agents and carriers alike. 

This practioe of '^enhanced competition'* will not only be destructive for the small 
agnit, but it has already produced discriminatory pricing to the general public. The 
KXTs approval of discount rates for multiple shi|»ers without appropriate cost justi- 
fication is discriminatorr to the consumers azKl. therefore, inconsistant with the 
intent of the Household Goods Transportation Act to protect individual shippers. 

Section 10741 of the Act prohibits discrimination between shippers as it relates to 
like traffice moving under similar circumstances. What appears in statute is not in 
practice. It is posi&le to move two or more shipments on the same van. over the 
same routes, with identical weights, and yet, charge different rates <d sometimes (^ 
paraging amounts. The difference can be considerable in situations where binding 
estimates were given, or even under non-binding estimates when comparing the 
'Vcrfume rates" a military or large national account shipper might receive as com- 
pared to an individual shipper. 

Additionally, we strongly believe three important components of the amended Na- 
tional Transportation Policy are being ignored or overlooked. These three elements 
require: 

(1.) Encouragement of sound economic conditions in transportation, including 
sound economic conditions among carriers; 

(2.) Encouraging the establishment and maintenance of reasonable rates of trans- 
portation without unreasonable discrimination or unfair destructive competitive 
practices; and 

(3.) I^abling efficient and well-managed carriers to earn adequate profits. 

It was for these very same reasons that a National Transportation Policy was 
adopted and the trucking industry was regulated by Congress in 1935. Discriminato- 
ry pricing and service and its destructive impact on the industry and the general 
public caused sufficient concern and public outcry for regulation and a sense of or- 
derliness. 

We do not believe it was the intent of Congress, in passing the Household Goods 
Transportation Act of 1980 and the Motor Carrier Act of 1980. to desire a departure 
from the "common" and publiclyminded business concepts which established the 
patterns of regulation we live with today. Furthermore, we do not believe that busi- 
nesses dealing directly with the pulbic such as airlines, hotels, and the moving in- 
dustry should be permitted to turn away or pick and choose customers at will, in- 
cluding individual pricing as the current market bears. 

COLLECnVB RATEMAKTNG 

In passing the Motor Carrier Act of 1980, Congress requested the formation of a 
Study Commission to review and investigate the feasibility of retaining or disman- 
tling the present collective ratemaking system for all motor carriers as it relates to 
all single and/or joint-line rates. The Motor Carrier Ratemaking Study Commission 
is to provide an indepth report of its findings to Congress very shortly. 

MWA would like to go on record again as a strong supporter of continued collec- 
tive ratemaking for the household goods moving industry. Our industry is truly 
unique in that shipments do not move consistently between the same or similar 
points and that much more than just basic transportation is involved. Many services 
such as p£u;king, unpacking, appliance servicing, etc. are performed at origin and 
destination by local moving companies who are generally agents for an interstate 
carrier. This necessitates cost accumulation and collective ratemaking to permit 
profitable, competitively-priced services in all phases of a move. 

In addition, as many as four different agencies may be involved in a given ship- 
ment (booking agent, origin agent, hauling agent, and destination agent). Involve- 
ment of all of these different agencies demonstrates the need for a coordinated net- 
work to move household goods as opposed to thouscmds of moves attempting to oper- 
ate autonomous of one another. One could imagine the chaos if all agents operated 
independently in establishing rates. Since moving rates are not "single-factor", but 
will vary in accordance with the services selected by the shipper, the moving indus- 
try must have coordinated rates for through services. However, it must be remem- 
bered that carriers do maintain the right of independent action to take care of indi- 
vidual situations. 

The household goods moving industry, to a large extent, deals with unsophisticat- 
ed shippers who have had Uttle or no prior experience with motor carrier transpor- 
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tation. Unlike traffic managers of large corporations, these shippers do not under- 
stand tcu*ifrs and transportation law. Household goods tariffs developed collectively, 
contain many rules protecting the interests of the shipper. They clearly define serv- 
ices and prices which the unsophisticated shipper cannot understcmd. These ship- 
pers would be totally confused by hundreds of different rate levels and we would 
find it virtually impossible to keep current with all the rule and price changes filed 
in individual tariffs. 

Collective ratemaking was instituted to protect shippers and stabilize the trans- 
portation industry by eliminating predatory pricing and the potential harm of rate 
wars. These practices, over a period of time, can drive many agents out of business, 
which would result in reduced competition, higher overall rates and a reduction in 
available service. 

For the above and other reasons, MWA believes the continuation of collective 
ratemaking is in the best interest of shippers, carriers, agents and the public. 

LEASING REGULATIONS 

The Interstate Commerce Commission has issued a final order in Ex Parte No. 
MC-43 (Sub-No. 7A), "Lease and Interchange of Vehicles (Leases Involving Carrier 
Agents)," served June 30, 1982, which will greatly affect the leasing rules between 
carriers and owner-operators "regardless of presence of agent''. The date for compli- 
ance is now set for December 31, 1982. 

If this rule becomes effective, Section 1057.12(n) will have a unique application to 
most local moving and storage companies, such as MWA members, who serve as 
agents for a carrier. An important function of these agents is to supplement the car- 
rier's fleet by leasing equipment on a temporary basis to them, especially in the 
peak Summer months. These temporary or intermittent leases are operative 
through a provision of the Commission's leasing regulations, 49 C.F.R. Section 
1057.12(dX3), which is applicable only to household goods ccuriers. This provision 
allows household goods motor carriers to lease equipment, which the agents use in 
their own service when it is not required by their principal carrier. Pursuant to this 
special provision, some agentndrivers operate infrequently, while others may operate 
full-time or primarily in a principal carrier's service. 

The result of the application of Section 1057. 12(n) to agents' intermittent lease 
drivers is to create substantial ambiguity and indeflniteness as to the obligations of 
principal carriers to these drivers, particularly those who operate seldom or infre- 
quently for the principal carrier. Tliis situation is compounded by the absence of 
guidelines for compliance with this regulation in regard to intermittent lease 
drivers. 

In order for carriers to meet compliance with these leasing regulations adopted by 
the Commission, carriers may be forced to become somewhat involved and knowl- 
edgeable of the confidential lease agreements that agents have contracted with their 
owner-operators. Should carriers become involved in the private affairs and daily 
operation of their agents, it will create an adversarial relationship between the two. 
FHirthermore, we question the ability of a carrier to infringe upon the contractu£il 
rights of an agreement strictly between an agent and his/her owner-operators. 

The current leasing regulations found at 49 C.F.R. 1057.12(d) requires the lease 
state that the carrier has exclusive possession and control of the equipment. This 
provision creates a severe conflict for the owner-operator in that he must have con- 
trol over how to carry out their assignments in order to maintain their independent 
contractor status for tax purposes. If a carrier should be required to have this so 
stated in all lease agreements with their owner-operators, then it may result in 
these independent contractors being reclassified as employees and subject them to 
all the resultcmt ramifications. 

The fifteen-day payment rule is not only impractical, but is totally unnecessary in 
its application for the household goods moving industry. It is quite common in our 
industry for carriers and agents to advance monies to their owner-operators for 
shipments that are loaded, but not yet delivered. We believe this rule will cause 
agents to reconsider the situation and perhaps abandon this practice of advancing 
operational funds to their owner-operators. 

MWA believes this regulation is not only impractical for the agent and carriers, 
but it will be extremely costly to implement. Additionally, this Rule will result in 
an increased layer of regulation when Congress has clearly intended the Act to 
reduce or eliminate the burdening regulations and paperwork to the maximum 
extent feasible. In fact, the Commission did not show an adequate need for such a 
regulation, nor did they note a single, specific complaint against the leasing prac- 
tices of household goods carriers or agents when it proposed to adopt this Rule. 
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MWA requests this Subcommittee investigate the background and nature of this 
proceeding and its unique apphcation and effects upon the household goods moving 
industry and the small businessmen/agents. MWA hereby requests this Subcommit- 
tee intervene in this matter and that the Interstate Commerce Commission be di- 
rected to exempt the household goods moving industry from these regulations. 

CONCLUSION 

The Household Goods Transportation Act of 1980 mandates that appropriate 
authorizing committees of Congress shall conduct periodic Oversight Hearings on 
the effects of this legislation, no less than annually for the first five years following 
the date of enactment of this Act, to ensure that this Act is being implemented ac- 
cording to Congressional intent and purpose." 

Most MWA members are small, independent businessmen/agents who take pride 
in being an integral part of this nation's transportation system and being able to 
offer regular, non-discriminatory and quality service at equitable and reasonable 
rates to all customers. We are vitally concerned with the three issues addressed in 
this Statement, and respectfully request this Subcommittee give careful considera- 
tion to the thoughts and concerns expressed herein. 

Mr. McBrayer. I am Mr. McBrayer, Mr. Chairman, and I repre- 
sent the Movers' and Warehousemen's Association of America and 
its member carriers. 

Our written statement includes four headings, the first of which 
is I intend to, in the interest of time, not address, although it is 
important and I am sure that that will be looked into as statement 
is considered. 

The second item has to do with volume discounts and predatory 
rates. We submit that the language of Household Goods Transpor- 
tation Act, in section 10721, that household goods rates for the U.S. 
Government shall not be predatory, is clear, and also that rates 
that are 48 and 64 percent discounts on the transportation and the 
packing, the Grovemment rate tender, which is in itself a reduction 
in the tariff, do require investigation. 

Moreover, we respectfully submit that standards, or at least 
guidelines must be established lest the industry be destroyed by the 
excesses of certain of its members. No carrier can sit idly by and 
let its investment go down the drain, and meets a rate which is 
really noncompensatory in order to keep that investment from 
floundering totally. 

It is the purpose of regulations, as we see it, to curb these ex- 
cesses lest the public interest suffer the loss of that service, or the 
service deteriorates to a point of no return, from discriminating un- 
justly against the individual shipper most in need of regulatory 
protection, and to a point of no return from other unfair and de- 
structive competitive practices. 

With respect to joint ratemaking, there are two points that we 
wish to bring out. The membership of the Movers' and Warehouse- 
men's Association is comprised mainly of small businesses. Loss of 
collective ratemaking to the small but good transportation compa- 
nies deprives them of the professional skills which are needed to 
determine costs. The crafts and skills required for performing a 
good moving service are not necessarily the crafts and skills needed 
to determine costs and rates. 

To deny small movers the benefits of professional rate bureau as- 
sistance in the development of compensatory rates could result in a 
different rate for each move, as we see it, and with movers under- 
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cutting on each move until a handful of movers are left, and there- 
after the traffic would be charged whatever it would bear. 

The second point with regard to joint ratemaking is this, we 
submit respectfully that nothing is gained by dividing responsibili- 
ty and power between two or more Federal agencies, as would 
happen with the elimination of antitrust immunity. You would 
have, on the one hand, the ICC responsible to the Congress for effi- 
cacy of transportation and, on the other hand, no responsibility on 
the part of either Justice Department or the Federal Trade Com- 
mission for the efficacy of the transportation. 

The objectives of the Justice Department and the Federal Trade 
Commission are not to transportation but elsewhere. Too many 
hands on the controls could eliminate first, we think, the small 
businessmen. Smaller businesses in the transportation industry are 
too important to be forgotten, overlooked or left to the indifference 
of rival agencies. 

This brings me to the fourth matter, namely, the jurisdictional 
dispute between the Department of Defense and the Interstate 
Commerce Commission over the reweighs, which has had some dis- 
cussion already. Our written submission treats this matter in 
detail. 

An informal ruling by the Commission's staff was rejected by the 
Military Traffic Management Command, the single-management 
agency for the Department of Defense which is responsible for sur- 
face transportation. The Commission disavowed its staffs informal 
ruling, which asserted jurisdiction. The matter is now pending 
before the courts. 

It would seem to us that the act would not be so hard to compre- 
hend, that any uncertainty should now exist as to the Commis- 
sion's jurisdiction over the transportation rules governing carriers' 
practices as distinguished from rates that were removed from the 
Commission's purview. 

I thank you, Mr. Chairman, and we will try to answer any ques- 
tions you may have. 

[The statement follows:] 

Statement of John McBrayer on Behalf of the Movers & 
Warehousemen's Association of America, Inc. 

Mr. Chairman and members of the committee, mv name is John McBrayer. I am 
here on behalf of the Movers' & Warehousemen's Association of America, Inc. and 
its member motor carriers. 



The Movers' & Warehousemen's Association of America, Inc. ("Association") is a 
non-profit corporation. Its approximately 400 members are regulated motor common 
carriers transporting household goods in interstate commerce. The Association car- 
ries out three oasic functions: 

(a) It provides and disseminates information on regulatory and economic matters 
affecting the moving industry; 

(b) It participates in regulatory proceedings on behalf of its member movers; and 

(c) It publishes tariffs of rates and charges for member movers pursuant to a col- 
lective ratemaking agreement approved by the Interstate Commerce Commission 
("Commission"). 

While there are members of the Association who hold national authority compa- 
rable to that of the mcgor van lines, the members of the Association are primaxily 
small carriers whose operating authority is ^eographicalW limited. These small in- 
dependent movers have managed to survive m the face of intense competition from 
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the large national van companies, because they have provided responsible, efficient 
and economical service to the public. 



The Motor Carrier Act of 1980 and the Household Goods Transportation Act of 
1980 had as their purpose the reduction of regulation and increase in competition 
for the household goods moving industry and the trucking industry in general. The 
Commission, in its implementation of these Acts, has disregarded this obvious 
intent. 

Regulatory burden 

The Household Goods Transportation Act of 1980 specifically directs that the reg- 
ulations and paperwork required of motor common carriers of household goods be 
"minimized to the maximum extent feasible consistent with the protection of indi- 
vidual shippers.'' [49 U.S.C. Section 11110(a)]. In addition to failing to alleviate bur- 
densome paperwork in its Revised Operational Regulation and Performance Stand- 
ards for the household goods moving industry [MC-19 (Sub No. 36)], the (Commission 
has also increased the burden of paperwork by applying the fuel surcharge regula- 
tions to the moving industry. 

As finally adopted by the Commission in Ex Parte No. 311 (Sub No. 4), the rules 
for the motor carrier industry relatingto increased fuel costs were applied to all 
trucking companies, including movers. This completely disregards the (Commission's 
finding in Ex Parte No. 311 (Sub No. 5) that the moving industry was unique in its 
owner operator arrangements and required separate rules for a niel surcharge. This 
proceeding was later discontinued. 

The household goods moving industry is unique within the trucking industry in 
its utilization and reliance upon owner operators. The fuel surcharge program as 
adopted by the Commission is disruptive to the carrier/owner operator relationship. 

Under the previously existing fuel surcharge program, a fixed percentage was 
added to the transportation rate for the increased cost of fuel. The percentage 
cunount was then paid directly to the owner operator. This program was simple for 
the carrier to administer and easy for the owner operator to understcmd and verify 
the amount to be received. 

The fuel surcharge program adopted by the Commission has none of these advan- 
tages. Pursuant to that proeram, a percentage is taken off the line haul transporta- 
tion rate and retained by the carrier. The cturrier then applies a complicated mile- 
age formula to determine an amount to be paid to the owner operator. The amount 
actually paid to the owner operator bears no relationship to the percentage amount 
retained by the carrier. Since owner operators do not have access to the Mileage 
Guides required in the computation of the mileage formula, it is impossible for an 
owner operator to verify that the amount paid by the carrier for fuel is in fact cor- 
rect. This leads to distrust and confusion between the carrier and owner operators. 

In addition to its impact on the owner operator, the new fuel surcharge program 
creates a substantial bookkeeping burden to the carrier. Detailed records must now 
be kept of how each van is dispatched, from point to point. A clerk must then deter- 
mine the mileage between each of the points and apply it to the mileage formula to 
determine the amount to be reimburse to an owner operator. It has added a need- 
less layer of paperwork to the already burdensome record-keeping requirements of 
the household goods moving industry. 

Contrary to the directives of the Household (jroods Transportation Act of 1980, the 
Commission has taken a simple procedure for reimbursement of fuel costs to owner 
operators and has made it complicated to compute, difficult to understand and bur- 
densome to administer. The uniqueness of the moving industry should be recognized 
and household goods carriers should be allowed to pay their owner operators the 
fuel fold-in revenue without regard to the dispatchea mileage formula required by 
the Commission. 

Volume discounts and predatory rates 

The Motor Carrier Act of 1980 amended Section 10701 of Title 49, United States 
Code, by adding the following new section: 

"(e) In proceedings to determine the reasonableness of rate levels for a motor car- 
rier of property or group of motor carriers of property, or in proceedings to deter- 
mine the reasonableness of a territorial rate structure where rates are proposed 
through agreements authorized by section 10706(b) of this title, the Commission 
shall authorize revenue levels that are adequate under honest, economical, and effi- 
cient management to cover total operating expenses, including the operation of 
leased equipment and depreciation, plus a reasonable profit. The stcmdards and pro- 
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cedures adopted by the Commission under this subsection shall allow the carriers to 
achieve revenue levels that will provide a flow of net income, plus depreciation, ade- 
quate to support prudent capital outlays, assure the repayment of a reasonable level 
of debt, permit the raising of needed equity capital, attract and retain capital in 
amounts adequate to provide a sound motor carrier transportation system in the 
United States, and take into account reasonable estimated or foreseeable future 



The Commission has disregarded its responsibility to review rate levels to insure 
the adequacy of revenue to carriers. In November 1981, the Committee for Lawful 
Rates filed a petition with the Commission seeking a declaratory order proceeding 
to review the lawfulness of volume discount rates and aggregate tender rates. In its 
petztion, the Committee for Lawful Rates argued that the financial viability of the 
■otor carrier industry and the ability to maintain an adequate interconnected 
^Fstem of motor common carriage were in serious financial jeopardy as the result of 
tke wi desp r ea d practice of various rate discounts. It was pointed out that the Na- 
tioBal TranqxMtation Policy, as established by the Motor Carrier Act of 1980 [49 
VS.C- SectioD 10101(aK4)] requires the Commission to regulate motor common carri- 
en in sach a way as to *** * * encourage the establishment and maintenance of rea- 
rates for transportation without unreasonable discrimination or unfair or 
' competition/' As required by 49 U.S.C. Section 10701, as cited above, the 
i are also required to be reasoanble and bear a rational relationship to the car- 
r's cost azid be generally compensatory. 

In January 1982, the Association also filed a petition seeking a declaratory order 
firam the Commission to institute a proceeding to determine the legality of various 
uitum e discounts and pricing practices in the household goods moving industry. De- 
apile these requests for investigation into the predatory rate practioes within the 
tfMLking industry, the Commission denied the petition of the Committee for Lawful 
Eacies and has haied to respond to the petition filed by the Association. 

Farther, the Commission has ignored the directive in the Housdiold Goods Trans- 
portatioci Act of 1980 [49 U.S.C Section 10721] that "* * * rates for the transporta- 
tkn of houschoki goods for the United States govemmoit shall not be fHredatory." 
In Otfiober 1981. several household goods carriers and agmts requested the Conunis- 
sion in Suspension Numbers 70606 through 70616 to su^poid and investigate certain 
oendKS 6kd with the Department of Defense under 49 U.aC Sectioa 10721 which 
confiaiaed transportation rates that were between 48 p^rcmt and 64 peromt of the 
Gomnment Ra^ Tender. The Commission took no action «ther to investigate the 
TwtKs or to establish guidelines. Some specific guidance is required other from the 
OmmssMXi or Cootjnretss to determine what constitutes a predatory rate. 

Thie Com missions failure to n!$pond to specific requests for investigation into rate 
pncsioes can ocd^ ^ interpreted as a virtual abdication of its rate regulatory au- 
thodCT. Tbe Owuacussion must be required to exerdse its authority in ^is area and 
> the law as it is written to prevent predatory rate practioes whidi may 
vEidertmne the motor transportation industry. 

Fir ^^ aust part, the metnber carriers of the Assodatioa hold authority friom the 
which i$ limited in its (pK>|:Taphic scope. Theee small independoit 
a Wi^jiMr vxm\p«Miefit in maintaininir a strong, viable md aanpet i tive 
i foc^ traas|^>rativ>«^ itniu^try. 
Far ^lese iaiii"i, ia p i » | » inJ te n t ««K^xiNnjs the cv4Wcti>^ raienaking prtioess is ^ jawn t Mil 
t ^HT .qperaooK^ Ttiiti^e ctMtiers lack the e^Kperience and escpertise aeoeaBaiy to 
JK 3»ifvidtsau tanfT The acvXHintiai^ ^^c^steeits <!f the aaaU ■wnu lack the 
isacmi ^MoitssMy li» cvmpiW the 4iiia n^i^nd tl^ de^tviop a compensatory 
^ SOT ^^aeor ^ifmaitK^tt^ TW cWlVctix^ r*teaMyki«^ pc^*«tis laakas axaiUble to dwae 
I3ir c««6tb^^:M(t$ aini ecvMfKMiaK aiMil>^j«^ iMONstuy tk^* pdblkh a tariff in the 

^ fc?«ie «i:v»^H»»ie«!t ^^ the w^vriai^ w^irttv 

3ir 3n«nttoi^ :»mfie » i» ifcj^a Te WT ^jitah^hx^ xttth^ the Tale :$tr«Ktiire. the ooUectFPe 
T— T niarfTC arK«KS ic^i^M^^ xV«l:ia«^X> ^>f :w^x>^ TW $aMMi carcinr is sUe to prt>- 

jiias i3» saal ^ac ^^ w ^ make^MH^ raaip^ )»^>^w«9y)<>«M r^M«^ ^ j«Kh apiiil ia^cBt- 

Ite e^msfMCMa «^ a(ii9t:ftrw« t ia iaaa ^i^ i^ x\CVv^\^ T^Mevaakii^ wmM he detri- 
■iiif II ir i3it i«ki^ ^inm r wt - TV 7^w<a)li)i>i^ fi«Nv^<^*al>^a ^^ vitid^^c^iMl taiilfe voiild 
mak f8KaBaHiaas»Mc aM alali$^«1fM^ Wt ^ n^ ' a tar«fl^ T)^ )ac<k ^^ ini rfti mHj ^ 
iaa^^ir ^^ 4it'wt >i<i ; a winl 4tf ^>^ii\^ )r««^^lx>f^ ^^^ir ^ w«f^)^ aii la tlie i 
af 1^ ;ia ^Vi i »a) ^»» lf» f 
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Further, the elimination of antitrust immunity for the collective ratemaking proc- 
esB will jeopardize the existence of the small independent carrier. These carriers 
provide qufliity, dependable service to shipping public and are a vital factor within 
the moving industry. Because of their limited operational scope* these carriers lack 
the resouroes necessary to develop an individual tariff that will be competitive while 
at the same time allowing adequate earnings. The elimination of antitrust immuni- 
ty for collective ratemaking would further encourage the large national van lines to 
engage in even more drastic rate competition than already exists. The small carrier, 
lurking the expertise to compete in such a cut throat, competitive environment 
would be eliminated from the market. Without the small independent carrier, the 
household goods transportation industry would be monopolized by a few major van 
lines. Such concentration of service is clearly contrary to the public interest and the 
National Transportation Policy and waf never contemplated or intended by the 
Motor Carrier Act of 1980 and Household Goods Transportation Act of 1980. 

Juriadiciional dispute 

Early in 1982, a jurisdictional dispute arose between the Commission and the De- 
partment of Defense. This dispute involved the application of the Commission's reg- 
ulations for the household goods transportation industry [MC-19 (Sub No. 36)] to 
household goods traffic for the Department of Defense. 

Because of this jurisdictional dispute, movers involved in the transportation of 
hous^iold goods traffic for the Department of Defense are compelled by the regula- 
tions of the Department of Defense to disregard certain requirements of the Com- 
mission's household goods carriers regulations. The Commission was requested to 
clarify the application of its regulations. 

By letter dated March 10, 1982, J. Warren McFarland, Director of the Commis- 
sion's office of Compliance and Consumer Assistance, wrote to the Military Traffic 
Management Command stating that it was his view that "all interstate motor carri- 
ers of household goods operating under authority granted by the Interstate Com- 
merce Commission was required to comply with the requirements of 49 C.F.R. 1056 
to the extent that the rules, as adopted, are applicable to certain types of ship- 
ments." Despite this initial support of the carriers' position, the Commission subse- 
quently issued a statement disavowing Mr. McFarland's opinion. 

In order to clarify which agency regulations take precedence, a lawsuit was insti- 
tuted. While this lawsuit remains pending, the carriers involved are forced into a 
position of disregarding and violating the Commission's regulations in order to 
comply with Department of Defense regulations and participate in the transporta- 
tion of its household goods traffic. The Commission's failure to support its own regu- 
latory requiraments has left these carriers in a completely untenable position. Legis- 
lative relief is required to establish which agency rules are to be given priority by 
these carriers. 

On behalf of the Association, I appreciate your consideration of our comments in 
your review of the Motor Carrier Act of 1980 and the Household Goods Transporta- 
tion Act of 1980. I would be pleased to respond to any questions or comments you 
may have regarding this statement. 

Senator Danforth. Thank you very much. 

Would you explain to me who is hurt by volume discounts and 
how? 

Mr. SiBiLA. In my estimation, it is the small agent in particular 
and also the small carrier. 

Senator Danforth. The small agent? 

Mr. SiBiLA. The small agent. 

Senator Danforth. And the small carrier? 

Mr. SiBiLA. Right, because even though the larger agent or the 
carrier may give a volume discount, and be receiving all the book- 
ing commissions in Chicago, we are the ones that, in many cases, 
are performing the service from Massillon, Ohio, and we are the 
ones that have to pay the driver, we are the ones who provide the 
equipment. We have no say so-in any of those discount rates, but 
still we have to provide that service at a lesser rate and at a lesser 
income than would be normally prevalent. 
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The COD shipper is also being hurt, because he is the one paying 
the fare, and he is the one who has to make up the difference. He 
could be moving to exactly the same place, be provided exactly the 
same services, as one of the shippers with the large volume dis- 
counts. So, he is the one that is making up the difference in the 
tariff. 

Senator Danforth. What should be done about volume dis- 
counts? 

Mr. SiBiLA. If history services me right, I think that is why the 
Motor Carrier Act was passed back in 1935. At a hearing some 
time ago, I said that, before we tear that fence down, we had better 
find out why it was put up in the beginning. 

Senator Danforth. What are you suggesting? 

Mr. SiBiLA. I am suggesting that these practices be discontinued, 
and that the Interstate Commerce Commission become involved in 
it. They are going their own way, and I know they won't do it, but 
that is my suggestion. 

Mr. McBrayer. I would tend to agree with that, Mr. Chairman; 
the small mover doesn't have the sophisticated advertising and 
other facilities that the larger carriers have. He simply doesn't 
have shippers who have the volume that would justify the offer of 
discounts. It is a discriminatory practice in my opinion. The small- 
er shipper loses and the smaller mover loses, and the agent loses. I 
think that is right. 

Mr. SiBiLA. It must be remembered, Mr. Chairman, hardly any, 
in fact, I don't know of any of the large van lines that own their 
own equipment. We are the ones providing the equipment and the 
drivers. 

Senator Danforth. Then, each of you favors joint ratemaking? 

Mr. SiBiLA. The continuance of rate bureaus, in order for us to 
accumulate the information; yes, sir, I do, as long as independent 
action is maintained. 

Mr. McBrayer. Absolutely. 

Senator Danforth. Why shouldn't that apply to any industry; 
why just the moving industry? 

Mr. SiBiLA. In truckload, and I am also a carrier in truckload 
traffic of general freight, there I can maintain, and I have, the in- 
formation necessary to maintain my own individual tariffs, and for 
comparative reasons I do it. But I don't have the sophistication or 
the wherewithal to maintain that type of information for the var- 
ious services required in household goods services. 

Senator Danforth. You can't judge, when somebody calls you to 
go to his house, when you look at the house, and when you look at 
the furniture, and he says, "I want you to move it from Fort Bel- 
voir to Fort Leonard Wood," or someplace? You say, 'That is fine, 
and here is what I will charge you." I don't see why you can't do 
that. 

Mr. SiBiLA. If you would give me a full truckload, maybe not 
even a full truckload, maybe a 10,000- to 15,000-pound shipment, 
certainly I would be able to accumulate that type of information. 
But the cost accumulation on the 500-pound shipment mixed with a 
1,000-pound shipment mixed with a 15,000-pound shipment, no, I 
can't do that. 
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Mr. McBrayer. Mr. Chairman, have you moved into the area of 
DOD traffic; is that what you are inquiring into now? 

Senator Danforth. No; I am sorry, I shouldn't have said that. 
Let's say, if you want to move from Arlington to RoUa. Maybe it is 
a very specialized business, very esoteric, but it seems to me that in 
any business, any kind of a business, it is basically a question of 
getting more in than you are paying out. I just don't understand 
why there is anything so special about moving. 

Mr. SiBiLA. That is why I mentioned that the proponents of this 
really demonstrate a lack of working knowledge of the day-to-day 
operations. 

Senator Danforth. I have a total lack. My basic role in moving, 
and I have done a lot of it, is to bring in the moving van, get the 
job done, and pay the bill — sometimes complain, not very often, 
though. 

Mr. SiBiLA. Let me make my point again. If I were to move one 
shipment from Massillon, Ohio, to Fort Lauderdale, Fla., hopefully, 
and it was pretty much of a full vanload, I could accumulate that 
type of data. It is on the less-than truckload, on the combination 
deal, because we are moving different size shipments to different 
places with different mileages, that I don't have the wherewithal to 
accumulate that type of information, the same way that I would 
not have the wherewithal to accumulate LTL if I was in the freight 
business. I am in the freight business, but it is truckload, thank 
God. The LTL business, there isn't any way that I could accumu- 
. late that type of information. 

Senator Danforth. Senator Pressler, do you want to ask any 
questions. 

Senator Pressler. No, thank you, Mr. Chairman, other than to 
thank the witnesses for being here with us today. I may have some 
written questions for the record. I apologize for being late, but I 
was engaged in another hearing. 

Senator Danforth. What are your concerns about the ICC's leas- 
ing regulations? 

Mr. SiBiLA. I gave you one example. If I understand them right, 
there will be more control over the owner/operators, so much so 
that we may be in violation, and be threatening the status of an 
independent contractor, or those who use independent contractors. 
In my own particular company, I don't, but that is what the other 
people tell me are their concerns. 

Senator Danforth. Could you just explain that to somebody who 
is not totally into the industry? 

Mr. SiBiLA. As I said, I don t use owner/operators or independent 
contractors, but it is prevalent in the industry. It is my under- 
standing that under the new leasing rules and regulations, there 
will be a certain amount of control by these rules. 

From what they tell me, these controls will be such that we 
would be very threatened as far as the independent contractors. In 
other words, they would be having so much control over that status 
of independence that they would be threatened. 

Also, there is quite a bit of paperwork involved for a short-term 
lease. I think there is one other concern that they mentioned, and 
that is on the payment schedule. I think there is a 15-day require- 
ment in there that is practically impossible to meet because of just 
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the mailing from the agency to the van line, and so forth, and 
back, to pay the drivers. 

Senator Danforth. Gentlemen, thank you very much. 

Next we have Robert Miller. 

STATEMENT OF ROBERT R C. MILLER, VICE CHAIRMAN, HOUSE- 
HOLD GOODS CARRIERS BUREAU, ACCOMPANIED BY JOSEPH 
M. HARRISON, PRESIDENT, AND THOMAS AUCHINCLOSS, GEN- 
ERAL COUNSEL 

Mr. Miller. Thank you, Mr. Chairman. 

My name is Robert R. C. Miller, and I am vice chairman of the 
board of Atlas Van Lines, Inc., with headquarters at Evansville, 
Ind. 

This statement is submitted on behalf of the Household Goods 
Carriers Bureau, Inc., and its approximately 1,700 member carri- 
ers. On my left is Mr. Joe Harrison, who is president of the House- 
hold Goods Carriers Bureau, and on my right is Mr. Tom Auchin- 
closs, who is general counsel for the bureau, and who assisted in 
the preparation of this material. 

This bureau is the principal ratemaking organization of the 
household goods carrier industry. It operates pursuant to a collec- 
tive ratemaking agreement that has been filed with the Interstate 
Commerce Commission. As a representative of the industry's prin- 
cipal rate bureau, my testimony will address matters bearing upon 
carrier ratemaking as it is involved under the 1980 legislation. 

It has been nearly 18 months since the bureau last reported to 
you. You were told that the Commission's role throughout the rere- 
gulation phase of adjustment to the standards mandated by the 
1980 legislation was one of indifference. Unfortunately, the situa- 
tion has not improved and, in fact, it has worsened. 

My industry clearly recognizes that one of the principal objec- 
tives of the 1980 legislation was to stimulate price and service com- 
petition, and in fact the industry has made significant strides in 
this area. 

In our view, however. Congress did not direct the ICC to do noth- 
ing to monitor the pricing practices of carriers, particularly as they 
relate to and affect consumer-shippers. I am not aware of one 
action that the ICC has taken to enforce the numerous ratemaking 
standards contained in the Interstate Commerce Act. 

Of course, we are aware of the recent institution of a Commis- 
sion proceeding which might appear to address these issues. Speak- 
ing frankly, however, the Commission had the opportunity to insti- 
tute such a proceeding more than a year ago at the urging of the 
committee for lawful rates, and it declines to do so. 

Put quite succinctly, the ICC has done nothing and appears un- 
willing to do anything that would provide a measure of guidance or 
set a direction for reasonable carrier ratemaking. We have every 
reason to believe that the Commission intends to do nothing. 

It seems content to let the marketplace dictate the prices carri- 
ers will make available to the public. We would not object to this 
were it not for the fact that my industry was led by Congress to 
believe that the household goods carriers were unique because of 
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their close contact with consumer/shippers, requiring closer scruti- 
ny than other segments of the trucking industry. 

You have heard testimony from other representatives of my in- 
dustry to the effect that the heavy hand of ICC regulation contin- 
ues to permeate the day-to-day operations we conduct. Recent ICC 
promulgation of new leasing regulations is a good example of this 
situation. 

So we have, on the one hand, an ICC that continues to be quite 
active in the area of carrier/owner-operator leasing practices, as 
well as the paperwork requirements that it is willing to impose on 
carriers while, on the other hand, we have apparent total indiffer- 
ence toward carrier pricing practices. This situation exists notwith- 
standing the congressionally mandated directives that carrier rates 
be no more than just and reasonable, nondiscriminatory, nonpre- 
ferential, and nonpredatory. 

Viewed from my industry's standpoint, the question that must be 
answered is: What useful purpose does the ICC serve? 

If the present Commission is going to do nothing to enforce the 
law as Congress has written it, but intends to stretch the law in a 
manner that perpetuates paperwork regulations, and promotes fur- 
ther intrusions into the labor-management area, it has obviously 
outlived its usefulness. 

I will now provide examples of ICC inaction which support the 
allegations I advance. 

Almost 1 year ago, the bureau filed a petition with the Commis- 
sion posing a question of major concern to carriers who price their 
services for large corporate shippers and consumer shippers. The 
question posed is: 

Does the motor carrier of household goods engage in rate or service preference or 
other discriminatory practices barred by the act when it enters into a contractual 
relationship with a national account shipper for the transportation of personal ef- 
fects at rates below that charged consumer-shippers for the same transporatation? 

I have additional comments. I assume that they will be contained 
in the material that we have left, Mr. Chairman. 

Senator Danforth. All statements will be in the record and will 
be carefully examined. 

Mr. Miller. Thank you. 

Senator Danforth. Do you think that the ICC has outlived its 
usefulness, and it should just be scrapped? 

Mr. Miller. I feel that the ICC has a proper role to play, a more 
important role in the ratemaking process. I think, should they 
affect that type of posture, they have a very important part to play 
in the regulation of surface transportation. Certainly, it is not just 
household goods, it is motor carrier transportation also. 

Senator Danforth. In your industry, household goods, would you 
be just as well-off without the ICC regulating you? 

Mr. Miller. Mr. Chairman, as I think I have just indicated in 
the material that I have presented, if they do not feel that the rate- 
making process that Congress has empowered them with is that 
important, and that they should supervise that as they are mandat- 
ed to do, then, yes, I would have to say that they should be. 

I happen to feel that they can perform that function properly, 
and in doing so properly, they are certainly needed, I think, by not 
only our industry, but motor carriers in general. 
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Senator Danporth. What do you think is wrong with the ICC 
now? 

Mr. Miller. Mr. Chairman, the Chairman of the Commission is 
sitting right behind me. 

No, he is gone. 

The Chairman of the Commission has expressed an openness in 
his dealings with the industry that is very refreshing, and we are 
very anxious to see what happens in the areas that we have ad- 
dressed. There are several others that I did not get to refer to, be- 
cause I thought we had 8 minutes instead of 4. 

I would just say, the Commission has at least obtained a greater 
insight into our industry in the last year than they perhaps had 
before in the previous year. I attribute much of that to the Chair- 
man of the Commission, and his interest in establishing better 
dialog. I would prefer not to go any more deeply into that question 
at this time, unless either of my associates would like to comment. 

Senator Danforth. You said you thought you had 8 minutes, 
and you had only 4. Without just reading the statement, are there 
other points that you feel are important to make? 

Mr. Miller. Yes. We had one point that we did want to make 
with regard to binding estimates. We have talked about contract 
ratemaking practices in our industry that we feel probably have a 
great deal to do with it. If this issue is properly addressed by the 
Commission, as we have asked in our petition and in several subse- 
quent filings with the Commission on that particular question. 

If we can do that, we feel that perhaps the occasional COD 
mover, who is individually lacking bargaining power, will perhaps 
be dealt with more properly, because we think that the contract 
ratemaking guidelines that we have asked for from the Commis- 
sion may clarify the situation that we have been involved in. 

I did mention binding estimates. We have asked that the Com- 
mission set forth the standards on which these binding estimates 
be made. We believe that Congress intended that a mechanism 
would be available that would assure the public that binding esti- 
mates could be determined to be nonpreferential, nondiscrimina- 
tory, and nonpredatory. We are basically asking that the Commis- 
sion set forth guidelines in this area, so that they can be assured 
that these congressional aims are carried out. 

The third area is the military situation, which has been alluded 
to by other members of the industry here this morning. The De- 
partment of Defense is buying its services from the industry as the 
rest of our customers are, whether national accounts or individual 
COD, and we feel that they have the obligation to go under the 
same regulations. 

I think those are the essential points that we wanted to make. 

Senator Danforth. Yes, I frankly think that is a reasonable 
point. It seems a little bit outrageous, if you are performing an 
identical service. It is identical, isn't it? They claim that the De- 
partment of Defense is different. 

Mr. Miller. The individual move is handled identically, in my 
opinion. 

Senator Danforth. Senator Pressler. 

Senator Pressler. I would like to followup on that line. 



Digitized b^ 



Google 



67 

In your experience, has there been a change in Government atti- 
tude regarding paperwork and the people who regulate you? You 
have covered that somewhat, but are there specific complaints? Do 
you think that the attitude has improved? 

There are always complaints, I suppose, but is it something that 
we should be doing something about here? 

Mr. Miller. I think in the one area that was addressed earlier, 
Senator, before you came in, the leasing and interchange rules and 
regulations that the Commission has issued, we think that they 
probably have added to the burden of paperwork, rather what they 
are going to achieve by it. 

In other areas, we have not reduced the paperwork to the extent 
that was intended when Congress adopted the act, in our opinion. 
Another member of the industry commented on that today, he 
even alluded to the so-called zero-base type of rules and regulation 
which was one of the suggestions of the industry as a starting 
point. This was not done. 

I am encouraged, however, by several statements that were made 
by the Chairman and his associates this morning that thev are 
looking at additional ways to curb paperwork, and one good way 
would be to make some changes in the lease and interchange rules 
that they adopted. 

Senator Pressler. One other area of great interest to me is how 
the act is affecting rural and small town areas, and by that I don't 
mean suburban areas. I know in the Communications Subcommit- 
tee, whenever I talk about service in the rural areas, they all say, 
yes, the cable industry is serving rural areas, and they give me ex- 
amples of suburban areas. 

I am talking about out there where you really have small towns 
dimpled around an area of towns of 4,600 people, very low density 
population. Is there anything we should know about any problems 
in that particular area? 

Mr. Miller. I think one area that perhaps should be kept in 
mind by this committee is that the household goods business is ba- 
sically offering to provide moving services from any place to any 
place, and it does impact the smaller areas. 

We do have some difficulty in maintaining an agency system in 
some of the smaller areas that is essential for providing that serv- 
ice. We addressed earlier this contract carriage question that needs 
resolution, which has created the discounting that has some effect, 
and it may have affected the cost of moves for individual customers 
in those areas. Agents and the rate levels perhaps could have been 
affected somewhat negatively by this action. 

Senator Pressler. Thank you, Mr. Chairman. 

Senator Danforth. Mr. Miller, just one other very general ques- 
tion. How would you describe the health of this industry? 

Mr. Miller. The health overall, I would say, is reasonably good. 
There are some large carriers, and there are small carriers, small 
agents that are not faring as well under this new competitive situa- 
tion. Overall, I think we are able to compete in the area. We have 
not been affected as an industry quite as drastically as other parts 
of the industry in our own State of Indiana, for example, that you 
are well-aware of. 

Mr. Auchincloss might like to add a comment. 
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Senator Danforth. Sure. 

Mr. AucHiNCLOSS. Let me make one observation for you, Mr. 
Chairman. 

It is a fact in this industry that we have no private carriage. We 
see in the general freight common carrier industry a diversion of 
traffic toward private carriage. In the moving segment of this in- 
dustry, however, if you have to move, you have to turn to a mover 
to perform that service for you. So the public continues to rely on 
these people to do what they must do. Given that situation, we will 
continue ad infinitum, I would contend, to rely on these same 
people to do the same work over the years. 

IBM, for one, will never hire its own trucks to move its employ- 
ees' personal possessions. IBM, however, will hire its trucks to 
transport its computers. So there is a distinct difference in this in- 
dustry, and the public's dependence on this industry is really the 
hallmark of all of this legislation that we see and the apparent ICC 
indifference toward the ratemaking area. 

They are willing to impose upon the industry leasing require- 
ments and intrusions in the labor-management area, but they will 
not do anything to maintain a measure of stability in the industry, 
and that stability has to come through reasonable ratemaking. 

Senator Danforth. How would you grade the 1980 act, if you 
were to give it a grade from A to F? 

Mr. AucHiNCLOSS. As a lawyer? 

Senator Danforth. No, as a matter of policy and how it has af- 
fected the industry. 

Mr. AucHiNCLOSS. A lot of confusion in some instances. 

Senator Danforth. What grade would you give it? 

Mr. AucHiNCLOSS. Possibly a C, maybe a low C. I do this because 
I am concerned, and I know the industry is greatly concerned, with 
the burden that is shifting to the consumer. It is a fact that the 
contract carrier ratemaking situation that is going on in this indus- 
try right now is for the benefit of large shippers. I, as a consumer/ 
shipper who will some day move to Florida, perhaps, will never 
have the benefit of an IBM discount, for example. So I will subsi- 
dize the movement of IBM traffic. 

Senator Danforth. You are talking about discounts now. 

Mr. AUCHINCLOSS. I am talking about contract rates and that 
whole area in which the consumer derives no benefit from the dis- 
count. 

Senator Danforth. I don't know what contract rates are. Are 
they like discounts? 

Mr. AUCHINCLOSS. Yes. 

Senator Danforth. Special rates for big volume? 

Mr. AucHiNCLOSS. Exactly. IBM for one, I hate to continue to 
pick on them, but they bring in a van line, or several van lines, 
and say, "We will have 10,000 moves next vear." 

Senator Danforth. That hurts the small carrier? 

Mr. AucHiNCLOSS. It shifts the burden to the small carrier. 

Senator Danforth. It hurts the small shipper also. 

Mr. AucHiNCLOSS. Exactly. 

Senator Danforth. Is that your view, Mr. Miller? 

Mr. Miller. Yes; it essentially is my view. 

Senator Danforth. What grade do you give the act? 
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Mr. Miller. Having never had to grade an act before, I would 
have to give it something between a B and C, because I think the 
intent was in the proper direction. I think there are some things in 
the oversight area that we are addressing here that need correction 
that will make it a stronger act. 

Senator Danforth. De you think Congress should address the 
question again? Should we be legislating, or is this really a matter 
that the I(X! could clear up? 

Mr. Miller. I will seek the advice of counsel here, and let him 
answer that. 

Mr. AucHiNCLOSS. What I think Congress should do, and I am 
sure the bureau thinks Congress should do, is to direct the ICC, to 
implore it to enforce the act. All of the standards, and the mecha- 
nism are there, we simply have no ICC enforcement, it is that 
simple. 

Senator Danforth. The ICC is not enforcing the act, meaning in 
short what? 

Mr. AucHiNCLOSS. In short, it is not making any determination 
as to whether rates are not more than just and reasonable, or non- 
preferential, or nondiscriminatory. As we said today, and the state- 
ment that has been submitted outlines this in detail, we asked the 
Commission more than a year ago to look into the contract carrier 
ratemaking situation, and whether or not it doesn't in fact shift 
the burden upon the consumer. Nearly a year has passed, and we 
have filed two supplemental petitions, and the ICC has done noth- 
ing. It sits there, not a single word. 

Senator Danforth. Do you think that they are lazy? 

Mr. AUCHINCLOSS. I think they are indifferent. 

Senator Danforth, You think it is a matter of ideology? 

Mr. AUCHINCLOSS. I think that it is a matter, within the Commis- 
sion itself, or perhaps directives from the administration or wher- 
ever, that we are in a full-fledged deregulation phase, notwith- 
standing what the act may say in the ratemaking area, at least. 

Senator Danforth. That is your view, too, Mr. Miller? 

Mr. Miller. Yes. 

Senator Danforth. Their view is that, basically, it is a matter of 
ideology that anything goes? 

Mr. Miller. I think that that has been expressed in several 
speeches over a period of time. 

Mr. AucHiNCLOSS. In the ratemaking area, Mr. Chairman, since 
enactment of this legislation, we don't know of a single ICC pro- 
ceeding in which the issue has been, is the rate reasonable; is it 
unreasonable; is the rate discriminatory; is it preferential or non- 
preferential. There just have not been any. The ICC is doing noth- 
ing in this area, but it will continue to impose paperwork require- 
ments and new leasing regulations on the industry. 

Senator Danforth. They claim that they are reducing paper- 
work, but your view would be that almost any paperwork is too 
much if they are not doing anything? 

Mr. AucHiNCLOSS. If they are not providing a measure of stabil- 
ity to the industry to recoup the revenues necessary, or generate 
the revenues necessary to support that paperwork process, then the 
question posed in the statement, "What usefulness is it serving?" 
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The position of the industry is that it is not serving a useful pur- 
pose. 
[The statement follows:] 

Statement of Robert R. C. Miller, Vice Chairman, Household Goods Carriers' 

Bureau, Inc. 

My name is Robert R. C. Miller. I am Vice Chairman of the Board of Atlas Van 
Lines, Inc. and its domestic subsidiaries with headquarters at Evansville, Indiana. 
This statement is submitted on behalf of the Household Goods Carriers' Bureau, Inc. 
(Bureau) and its approximately 1,700 member carriers in response to the Subcom- 
mittee's invitation to testify on the Interstate Commerce Commission's (ICC) imple- 
mentation of the Household Goods Transportation Act of 1980 and the Motor Carri- 
er Act of 1980. 

The Bureau is the principal ratemaking organization of the household goods carri- 
er industry. It operates pursuant to a collective ratemaking agreement that has 
been filed with the ICC under 49 U.S.C. § 10706. The Bureau's rates and charges 
applv throughout the United States and between points in the United States on the 
one hand, and, points in Ccuiada and Mexico, on the other. 

I have been active in the transportation industry for 30 3re€u^, with the last 18 
being devoted to the household goods moving industry. I am the Vice Chairman, a 
Director and a Member of the Rates and Tariffs Committee of the Bureau. I also 
serve as a member oi the Executive Committee of American Movers Conference and 
Alternate Vice President of American Trucking Associations, Inc. 

As the representative of the industry's principal rate bureau my testimony today 
will address matters bearing upon carrier ratemaking as it has evolved under the 
1980 legislation. 

It has been nearly 18 months since the Bureau last reported to you. At that time 
you were told that the Commission's role throughout the reregulation phase of ad- 
justment to the standards mandated by the 1980 legislation was one of indifference. 
Unfortunately, this situation has not improved and, in fact, it has worsened. 

My industry clearly recognizes that one of the principal objectives of the 1980 leg- 
islation was to stimulate price and service competition. And, in fact, the industry 
has made significant strides in this area. In our view, however. Congress did not 
direct the IOC to do nothing to monitor the pricing practices of carriers particularly 
as they relate to and affect consumer shippers. I am not aware of one action the ICC 
has taken in the ratemaking area to enforce the numerous ratemaking standards 
contained in the Interstate Commerce Act. Of course, we are aware of the institu- 
tion of a Commission proceeding * which might appear to address these issues. 
Speakinjg frankly, however, the Commission had the opportunity to institute such a 
proceeding more than a year ago at the urging of the Committee for Lawful Rates 
and it declined to do so. Put quite succinctly, the ICC has done nothing and appears 
unwilling to do anything that would provide a measure of guidance or set a direc- 
tion for reasonable carrier ratemaking. And, we have every reason to believe that 
the Commission intends to do nothing. It seems content to allow the marketplace to 
dictate the prices household goods carriers will make available to the public. We 
would not object to this were it not for the fact that my industry was led by Con- 
gress to believe that household goods carriers were unique because of their close 
contact with consumer shippers requiring closer scrutiny Uian other segments of the 
trucking industry. You will hear testimony from other representatives of my indus- 
try to the effect that the ''heavy hand" of ICC regulation continues to permeate the 
day-to^y operations we conduct. Recent ICC promulgation of new leasing regula- 
tions is a good example of this situation. 

So we have on the one hand, an ICC that continues to be quite active in the area 
of carrier/ owner-operator leasing practices as well as the paoerwork requirements it 
is willing to impose of household goods carriers while, on the other hand, we have 
total indifference towards carrier pricing practices. This situation exists notwith- 
standing the Congressionally mandated directives that carrier rates be no more 
than just and reasonable, nondiscriminatory, nonpreferential and noDDtredatory. 



Viewed from my industry's standpoint the question that must be answered is: What 
useful purpose does the ICC serve? if the present Commission is unwilling lo do any- 
thing to enforce the law as 0:>ngress has written it, but intends to stretch and d^ 
tort the law in a manner that perpetuates paperwork regulations and promotes fur- 
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ther intrusions into the labor/management area, it has obviously outlived its useful- 
ness. 

I will now provide examples of ICC inaction which support the allegations I ad- 
vance in this statement. 

Almost one year ago, on January 6, 1982, the Household Goods Carriers' Bureau 
filed a petition for declaratory order with the Commission posing a question of 
major concern to household goods carriers who price their services for large corpo- 
rate shippers and consumer shippers. The question posed is: 

"Does a motor common carrier of household goods engage in rate or service pref- 
erence or other discriminatory practices barred by Section 10704 of the Act when it 
enters into a contractual relationship with a national account shipper for the trans- 
portation of personal effects traffic at rates below those charged consumer shippers 
for the same transportation?" 

To date the ICC has done nothing more than assign this declaratory order a 
docket number,^ notwithstcmding the fact that nearly a year has passed and we 
have filed two supplemental petitions, one on June 18 and the other on August 6, 
urging Commission action. 

Our reading of the legislative history underlying the Household Goods Transpor- 
tation Act of 1980 fully documents Congress' concern for the well being of consumer 
shippers. The report of this Committee which accompanied that legislation contains 
the following expressions of Congressional concern: 

"The fact that the household goods sector does business directly with individual 
shippers also sets it apart from the rest of the trucking industry. These shippers 
usually move only once or twice in their lives and, consequently, lack a thorough 
understanding of the industry and sufficient clout to negotiate with it. Their situa- 
tion is made more vulnerable by the fact that the moves involve all of their person- 
al possessions, which often are of a fragile nature." H. Rep. No. 96-1372, 96th Cong., 
2nd Sess. 2, reprinted in [1980] U.S. Code Cong. & Ad. News 4271, 4272. 

"In putting together this legislation, the Committee focused its attention on the 
individual shipper's special situation. * * *" Ibid., at 3; 4273. 

"The reported bill makes changes in three general categories. It reduces unneces- 
sary Government regulation; it establishes new remedies and protections for con- 
sumers; and it furnishes additional pricing options for the carriers and the consum- 
ers." Ibid., at 4; 4274. 

"* * * the Committee recognizes that many users of household goods carriers are 
ordinary consumers unfamiliar with how the industry works and without the eco- 
nomic leverage of commercial shippers. These persons tend to be more vulnerable 
than other shippers and, hence, in need of protections that are not necessary for 
other motor carrier shippers. Accordingly, this bill provides the Interstate Com- 
merce Commission with special authority to protect these shippers." Ibid., at 5-6; 
4275. 

Based on this, it seemed apparent to my industry that we must conduct our busi- 
ness in way that avoids pricing policies or practices that work to the disadvantage 
of consumers. Yet we have in effect today carrier pricing practices that work to the 
distinct disadvantage of consumer shippers. Household goods carriers, my company 
included, are engaged in wholesale rate cutting for the benefit of national account 
shippers. It principally takes the form of negotiated contract rates. Prevailing eco- 
nomics dictate that the industry follow this course today but we do not believe we 
would be on the course in the first place if the ICC simply enforced the law. In the 
petitions filed with the Commission we argued that the present contract ratemaking 
practices my industry is engaged in will inevitably lead to the question: 

"Is the occasional c.o.d. mover, individually lacking bargaining power, being sub- 
jected to charges that are higher than the cost of providing the service they require 
because carrier revenue from contract carrier national account movements are inad- 
equate?" Precisely the same question was posed by the ICC some four years ago in a 
rate proceeding^ in which the Commission expressed concern about the occasional 
c.o.d. individual mover who was being asked to subsidize the movement of household 
goods shipments transported for the Department of Defense. In that proceeding the 
Commission concluded that military household goods traffic was receiving a "free 
ride * * * at the expense of the so-called c.o.d. shipper."* Apparently, the present 



* Docket No. 38769, Household Goods Carriers' Bureau, Inc.— Petition for Declaratory Order- 
Lawfulness of Contract Carriage Rates. 

3 I. & S. Docket No. M-29844, Increased Rates Household Goods Carriers' Bureau, July 1978. 

* Id. at 13-14. 
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ICC is either not perceptive enough to see that this situation exists or if it perceives 
the problem, it is quite content to let it continue unabated. 

A second point illlustrating the Commission's apparent indifference to the legisla- 
tive commands of 1980 was brought to this Committee's attention at the oversight 
hearing held in June 1981. It involves binding estimates of carrier charges. The 
Commission's failure to establish any requirements that binding estimates must be 
made available to the public on a nonpreferential basis and that they not result in 
predatory charges continues. The ICC has done nothing to establish standards which 
insure carrier compliance with these Congressional mandates. 

The new legislation (49 U.S.C. § 10734) requires that any carrier who offers bind- 
ing estimates must conform to the tariff requirements of Section 10762 of the Act. 
The Commission has done nothing to enforce this requirement. The Act also man- 
dates that binding estimates "• ♦ ♦ must be available, on a nonpreferential basis to 
shippers and must not result in charges to shippers which are predatory." We be- 
lieve Congress intended that a mechanism would be available through which mem- 
bers of the public, shippers and carriers alike, could reach a determination as to 
whether binding estimates are or are not preferential or predatory. In our view this 
is precisely why Congress required observance of normal, traditional tariff filing re- 
quirements. It is only through publication and public inspection that binding esti- 
mates can be determined to be nonpreferential and nonpredatory. On the question 
of whether such rates are in fact preferential or predatory, the Commission has said 
that it will make such determinations on a case by case basis. This approach has no 
meaning at all. Neither shippers nor carriers could develop a record from which a 
formal Commission proceeding could be instituted and, in fact, the Commission has 
not instituted a single proceeding to reach such a determination. 

The final point I will discuss involves my industry's strong commitment to collec- 
tive ratemaking and an apparent growing trend within the Department of Defense 
and its Military Traffic Management Command to undermine that process as it is 
now conducted under Congressionally set standards. 

Disregarding the Department of Defense policy for a moment, this Committee 
should understand the importance of collective ratemaking in the present scheme of 
regulation of my industry. Of the approximately 2,000 household goods carriers who 
operate in our Nation all are engaged in collective ratemaking. Long experience has 
shown us that in the household goods segment of the trucking industry collective 
ratemaking is the only means by which reasonable rate structures can be formulat- 
ed and held out to the public for the joint carrier services it requires. Movers, of 
course, recognize that the present regulatory system while certainly not perfect, is a 
far step from unbridled cutthroat competition with the consumer shipper standing 
as the pawn between competing carriers. In the area of carrier pricing, collective 
ratemaking is the mechanism that has resulted in the maintenance of just and rea- 
sonable rate structures. This, coupled with the ratemaking standards contained in 
the Interstate Commerce Act, provides the framework for the creation and mainte- 
nance of pricing structures that do not exact unreasonable carrier profits from the 
public. 

Turning to the Department of Defense, it has apparently embarked upon a pro- 
gram that is intended to undercut collective ratemaking to the end of gaining pref- 
erential rate treatment for military shipments. This program has resulted in refus- 
als to accept lawfully formulated collective rates and directives to carriers that if 
they intend to do business with the military they will do so at rates considerably 
below those held out to the public generally. During the 1982 moving season the 
collective rate level established by directive of the Department of Defense was 
roughly 25 percent below the rates available to consumer shippers for the same 
service. This has created a situation that is the same as that aaaressed by the ICC 
in the Commission proceedings * I referred to earlier in this statement. Consumers 
are being forced to subsidize the transportation of military household goods ship- 
ments. Congress should be aware of the obvious burden consumers are being asked 
to assume for an agency of the United States Government. My industry intends to 
vigorously resist these attempts by the Department of Defense to set the levels of 
rates at which household goods carriers will transport shipments for the military. It 
is, however, unfortunate that we must expend so much energy to simply exercise 
the prerogative we have enjoyed for so many years — the right to offer one s services 
to the Government at rates we believe will return a profit. 

I thank the Subcommittee for this opportunity to appear before you today. 

Senator Danforth. Gentlemen, thank you very much. 
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Next we have a panel of Donald Terry, David Bennett, and Mor- 
rison Stevens. 

Senator Pressler. Mr. Chairman, I have to go back to another 
committee meeting, but I may have some additional questions for 
the record. 

Senator Danforth. Of course, and we will keep the record open. 

Mr. Terry, your name is first on the list, would you like to start? 

STATEMENT OF DONALD TERRY, PRESIDENT, ROTHERY STOR- 
AGE & VAN CO.; AND MORRISON STEVENS, STEVENS VAN 
LINES, INC., ACCOMPANIED BY ROBERT J. GALLAGHER, COUN- 
SEL, AND MR. PIERCE, ATTORNEY 

Mr. Gaixagher. Mr. Chairman, my name is Robert J. Gallagher, 
and I am the attorney for the parties here, if I could just introduce 
them. 

Senator Danforth. Of course. 

Mr. Gallagher. To my right is Donald Terry, who is president of 
Rothery Storage & Van Co. Rothery is an Atlas agent, and Mr. 
Terry is appearing to bring to the committee's attention a policy 
that Atlas Van Lines is seeking to effect. It is the position of Atlas 
Van Lines carrier agents that if this is effected it will severely re- 
strict the competition in the moving industry. 

On Mr. Terry's right is Morrison Stevens, president of Stevens 
Van Lines of Saginaw, Mich. Stevens is United agent. Mr. Stevens 
will contend that if the Atlas proposal is not rejected by the Inter- 
state Commerce Commission, it or similar proposals will spread to 
other major van lines. 

On Mr. Stevens' right is my associate, Mr. Pierce, who has been 
active in representing the Atlas carrier agents before the Interstate 
Commerce Commission. 

I wish to note that David Bennett, president of Dobson Cartage & 
Storage, who had been scheduled to be present, has been unable to 
attend. Dobson was an Atlas agent, and is presently a Mayflower 
agent. 

Mr. Terry. 

Mr. Terry. Good morning. I am Donald Terry, president of Roth- 
ery Storage & Van Co., Elk Grove Village, 111. 

Rothery is a 70-year old moving company that has had ICC au- 
thority to operate as a household goods carrier. Rothery is also one 
of the original founders, stockholders, and agents of Atlas Van 
Lines. I very much appreciate the opportunity to bring to the com- 
mittee's attention the problems that are faced by companies in our 
position. 

The most important change in the structure of the household 
goods industry since 1980 is a determined effort by several major 
van lines to stifle the ability of smaller and regional carriers like 
Rothery to use our independent operating authorities. 

The local household goods moving Arms own most of the facili- 
ties used in the moving industry and created the van lines to facili- 
tate efficient interchange of vans and tonnage. With the van line 
organization being given control of the net working arrangements, 
they have risen from servants to masters. 
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The six major van lines now control about 80 percent of the 
available trafflc generated by small businessmen like me. Now 
some of the major van lines have announced policies by which they 
would prevent any firm affiliated as an agent from substantial 
dealings with any Arm not affiliated solely as an agent. 

The leader in this approach, Atlas Van Lines, would exact from 
each of us, as a price of not being locked out of the large agency 
networks, that we reorganize our entire operations, splitting them 
into two corporations, and operate under restrictions, leading to in- 
efHciencies, considerable cost, and economic hurt. 

At Rothery, we estimate that to comply with the Atlas program 
would cost us $700,000 the first year, and about $350,000 a year 
thereafter. It would make effective use of our own interstate au- 
thority very difficult. 

In 1981, the Commission brought an immediate suit against 
Atlas to stop a very similar program, but when 28 carrier agents 
complained about Atlas' 1982 version of the same game, the Com- 
mission took 3 months to issue an order which said that it would 
start a proceeding to decide whether it had jurisdiction over this 
kind of a program. Whereby certain van lines decided to reorganize 
their corporations to limit competition. 

We believe that you made clear in 1980 that the Commission had 

{urisdiction over combinations of carriers affecting competition, 
lowever the combination might be disguised. But the Commission 
has allowed Atlas to implement its carrier agent program without 
hindrance even as it is meditating over what it should do about 
that program. 

We have protested the major van lines' program to the Commis- 
sion, and some of us are organizing a pooling agreement as a defen- 
sive measure to be submitted to the Commission today. This would 
allow, at least, access to a part of the market which major van 
lines seem intent on closing off. We hope that the Commission will 
come to a sensible result in the pending proceeding, but we have 
seen very little to encourage us so far. 

We want to make as clear as we can to your conmiittee that 
unless someone steps in to restrain combinations among carriers 
instigated by msgor van lines to squeeze out the smaller carrier, 
the Congress attempt to create a more open and competitive house- 
hold goods industry will be substantially thwarted, and firms like 
ours face a very difficult time in the years ahead. 

Thank you. 

[The statement follo¥^:] 

Statsmknt op Donald Tbery, Pkesident, Rothksy Stokagc & Van Ga 

I am Donald Terry. President oi Rothery Ston^ and Van Ca. Elk Grove ViUa«e, 
Illinois. Rothery is a 70-yearold company that has an Interstate Commerce Commi»> 
sion certificate to operate interstate as a household goods carrier. Rothery is also 
one of the original founders of Atlas Van Lines* Inc. and has been an agent for il 
since its inception. 

I very much appreciate the opportunity to slate puhUdy the proMems fooed by 
our company and others hke it. 

I have to put it to you straight. Even thoueh in passing the Motor Carrier Act and 
the Household Goods Act you intended, we believe, to make it cosier for firms hkie 
mine to get and use interstate operating authority, and to have the hiterstate OBaa> 
merce Cotamiaskxi prevent mmhinaliOMS among cmtwn y ^ ^ ^ - - .^ 
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tion, at least one of the major household goods van lines is making a mockery of 
your law, and the Interstate Commerce Commission is doing nothing about it. 

Please allow me in this statement to establish a few factual matters you may not 
be aware of. The vast bulk of the assets in the household goods moving business are 
not owned by the "van lines" with the national names, like Atlas, North American, 
and Majrflower. They are owned, for the most part, by locally based moving and 
storage firms, like mine, and to some extent by truck owner operators. We, the local 
moving companies, do the advertising, and pay for it ourselves. We do the sales 
calls. We do the pickups and deliveries. We even provide most of the line haul trans- 
port. 

If this is so, and it is, how do the "van lines" have their importance, and promi- 
nence? I'll tell you how. In the late 1940's, the Rothery firm, and others like it, most 
of whom had their own interstate operating authority at the time, got together to 
establish one of these van lines — Atlas. We actually created the Atlas company, to 
be a me€uis of returning vehicles to each of us, of knitting together widely scattered 
operations so as to get efficiency in moving trucks between them, under a common 
name and with uniform operating practices. The other major van lines were created 
in a very similar fashion. The van line was to be a sort of broker, serving each and 
all members, who acted as "agents" for it. This put under one control point the traf- 
fic moving between many different firms, who need to be able to connect with each 
other. 

But now the servant has become the master. The van line organizations have 
taken on a life of their own. In the period in which broad scale interstate certifi- 
cates were hard to get and the ICC limited a local company's ability to work with 
more than one mtgor interstate carrier, six large van lines came to control about 80 
percent of the desirable interstate household goods transport. Now most of the siz- 
able local household goods companies are highly dependent upon affiliation with a 
van line. That affiliation is their connection to most of the remaining moving world. 
Most of them are very fearful of doing anything that would cause a m£gor van line 
to "cancel" their agency relationships. 

In the late 1970's we could see that as the Motor Carrier Act and the Household 
Goods Act came closer to reality, Atlas and some of the other major van lines 
became increasingly fearful that firms like ours would expand our authorities and/ 
or use our own authorities more effectively. Atlas began to take a whole series of 
actions obviously designed to make us give up our aumorities or make us unable to 
use them. They tried to tax us on movements made on our own authorities, not in- 
volving them in any way. They then tried to enlist all their agents in a program of 
refusing to deal with firm using its own authority. In 1981 the Interstate Commerce 
Commission filed suit against Atlas to restrain this sort of conduct, pointing out to a 
Federal District Court that Atlas was controlling the operations of other carriers in 
a program designed to stifle competition. Atlas backed down. For as long as the 
Commission took this approach, we felt there was some protection for competition 
in the market. 

But then in 1982, things somehow changed. Immediately after Atlas got Commis- 
sion approval of a "pooling agreement" which ^aranteed that any firm acting as 
an agent for Atlas would nave an unimpeded right to use its own authority. Atlas 
announced a "policy" according to which all firms would be given a choice: either 
dedicate their own names exclusively to Atlas' use, and put their own interstate op- 
erating authorities in another corporation having no established market identity, or 
cease doing business with Atlas. Atlas clearly expected that dozens of carriers 
around the country would reorganize their operations in accord with its directive, or 
"policy", and that each of the firms which cooperated with it would cease to do any 
substantial business imder its own name with any other firm in the coimtry which 
did not have an agency relationship with Atlas. This would achieve a sort of group 
boycott. Notwithstanding, this major van line did not submit the new arrangement 
to the Interstate Commerce Commission for approval under that section of the 
Household Goods Act which requires that all combinations among carriers which 
might affect competition be submitted to and approved by the Commission before 
being put into effect. 

A group of 28 carrier agents petitioned the Commission to stop what we saw as 
clearly a sham, an attempt to say that the Commission had approved one set of ac- 
tions involving carrier agents but did not have jurisdiction over another set of ac- 
tions by the same parties having directly the opposite effect. We participated in this 
proceeding because Rothery stands to immediately incur $700,0()() in expenses, and 
anticipates approximately $350,000 for each subsequent year of operation. To our 
surprise the Enforcement Section of the Commission would do nothing, and when 
we filed a formal petition with the Commission they sat on it. First the Commission 
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took three months, from May till August, to come up with an order which said they 
did not know whether thev had jurisdiction over a combination among carrier inter- 
SfU of the sort involved here, and would start a proceeding to consider that ques- 
tion. In their August 1982 order they did tell Atlas, and other van lines, that a van 
line could not sa^ it was maintaining a pooling agreement with a group of carriers, 
mnd then pool with some of the carriers and not with others, without ICC approval. 
Notwithstanding this Commission directive. Atlas promptly continued with its pro- 
gram, persuading some of the other carrier agents to change their names and set up 
new corporations, so that Atlas was, in name, continuing to pool with some firms 
while dropping pooling with others. To induce firms to go along with its program. 
Atlas allowed the cooperating firms an especially advantageous distribution of rev- 
enues. Atlas has been making this new revenue distribution for some months now. 
In September we petitioned the Commission to take notice that Atlas was ignoring 
the Commission's August order and proceeding with its policy. The Commission has 
sat upon and ignored our petition for three months now. Not even a postcard in the 
mail in response. 

Franklv, we are shocked. I keep telling our lawyers I want to go to court. They 
keep telling me that the whole controversy is so snarled up with the Commission 
that a court might very well not know where its own jurisdiction began and ended. I 
feel like a four million ounce fighter in the ring with a hundred and forty million 
ounce fighter, who is standing on my foot, gouging me in the eye with one thumb, 
and holding me with the other hand. I'm yelling to the referee to break this clinch 
and enforce the rules that say no gouging. The referee is thumbing through his rule 
book mumbling about not knowing whether the foot pin and the eye gouging are 
within his jurisdiction or maybe we should call a cop. I can't move, I can't swing, 
and my eye is getting damn sore. I think the referee is confused but he's giving a 
good imitation of being best friends to the bigger guy's manager. Maybe that referee 
could hurt me worse if he tried, but only if he put on gloves and ganged up with the 
bigger guy. Then at least I'd know I had to get out of the ring. If you count a month 
as a round this has been going on for six rounds now. 

Congress is the last word on what it meant to accomplish in the 1980 legislation. 
Did you want to make it easier for us to get and use interstate operating authority? 
In passing Section 11342, dealing with pooling arrangements among ccuriers, did 
you intend for the Commission to look at and prevent combinations among compa- 
nies which owned operating authorities of a short which tended to lessen competi- 
tion, even if those companies dressed up the arrangement to make it appear they 
were not contracting with each other? If that is what you intended, let me tell you 
that this Commission seems to have gotten very confused about how to follow your 
directions. This Commission pretends that they must scratch their heads a lot to 
figure out that when a mc^or van line makes arrangements with a large number of 
other carriers to have those other carriers set up new corporations, and adopt new 
names, and limit the way they do business with anyone not affiliated with the 
mi^ioT van line, while also restricting the local companies' operations in ways I 
havenH even mentioned here, this is a combination of action among carrier interests 
which affects competition. There are hundreds of household goods moving compa- 
nies in this coaniry who know that Atlas and the other m^gor van lines who have 
propoeed similar programs are running a sham by the Interstate Commerce Com- 
mission. In Peoria* people know a sham like this when they seem it. But most of 
them are afraid to speJk up« for fear of losing their van line affiliation. Some of the 
other m«gor van lines have announced programs like Atlas*, and in conversatioiis 
with their personnel we hear very clearly that they are all watching to see which 
wiiY the Commission will go on this issue. If Atlas can pursuade the Commission to 
kicik the other w«y, it appears most or all of the other market leaders will foUow 
«iit. 

In my oninion. b«sed on what we've seen so far. this CbmmissiQn appeeirs not to 
under^^Mid that it is supposed to block group boycotts invohdng groups of cmrners. 
ovyanised bv one or more firms with a dominant nositioQ ui the market, desigiied to 
limit c^Mnpelition. If that is the wi^y the pending ICC procee^ng turns out. you can 
write oir a food part of your good intentioos in passinjE the HoucsehoM Gootfe Act of 
ISl^ And wu cmn write off the Interstate Owmerce OMnnussioin as having ai^v in> 
tclination «!r capnctty to prevent restrictive and antkonspetrnve acts in this arceL 
The ftitter cats wiU pfa^v. and the mke wiU scramble about as best they can. vety 
4»IWn windtngt up under a cnl s paw. 

Mr Stcvcns. My name is MorrisoD Slevwas. president of Stevens 
Van lines of Si«inaw. Midi^ • Unilwl Van Un« afenu 
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The problem of major carriers restricting their carrier agents 
from the use of their own authorities is not limited to Atlas. Two 
other major carriers have indicated that they will adopt similar re- 
strictive carrier agent programs if the ICC allows the Atlas pro- 
gram. 

Another major carrier, United Van Lines, is limiting their 
agents by another method, using mileage and geographical limita- 
tions. Most shippers require a carrier to offer 48-State service. The 
effect of the United restrictions is to deny us the ability to sell 48- 
State service on our own authority. If we can't sell 48-State service, 
we are precluded from offering the shipper competitive prices. 

The effect of the United program is to weaken regional carrier 
agents such as us until the only major competitive factors are the 
major carriers. We can't believe that this is in accord with the 
intent of the 1980 legislation. 

I speak more fully on this in my prepared statement, which I 
have also submitted to the ICC in a proceeding pending there. I 
would like to offer you an appendix detailing United's restrictive 
policies. 

You have heard from major shippers today, regulators, associ- 
ations, and some major carriers. Mr. Terry and I are the only small 
businessmen here today, other than the Mayflower Association rep- 
resentative. We believe that the Motor Carrier Act of 1980 was for 
all carriers in the industry, and not just the big 6. 

Thank you. 

[The statement follows:] 

Statement of Morrison Stevens, President, Stevens Van Lines, Inc. 

Mr. Chairman and members of the Committee I wish to thank you for this oppor- 
tunity to appear today, concerning the policy of major van lines relating to firms 
which function as carriers in their own right and also act as agents for such major 
van lines. 

I subscribe to the concerns expressed to this Committee by the Rothery and 
Dobson companies. In my opinion, those statements lay out a major problem which 
faces hundreds of smaller carriers in the United States. If the Commission allows 
the course of conduct which Atlas and North American Van Lines have proposed to 
follow, such smaller firms will encounter a severe competitive handicap. 

In addition, I would like to bring to vour attention some other restraints on com- 
petitiveness and efficiency created by the major van line with which Stevens is asso- 
ciated. United Van Lines. 

Let me give you some background. Most regional carriers who are agents for 
msgor national van lines have enjoyed good relationships with major accounts in 
their city of domicile for many years, or even decades. Many of these major shippers 
are now, in the "deregulated atmosphere, inclined to negotiate specific contractual 
arrangements for household goods and related transport. When they negotiate con- 
tract carriage, most of these maior shippers specify that since their needs are of a 
48 state nature they will deal only with a carrier having 48 state capability. 

In the past, many of the smaller regional carriers have used their own more limit- 
ed authorities to carry much of the traffic of these larger accounts. For much of the 
regional transport, the regional firm can provide more efficient service than can the 
major van line. However, if the major shipper signs a contract for 48 state service 
with a major national van line, the van line can then dictate that all the traffic 
move on the van line's bill of lading. This deprives the local or regional carrier of 
the use of its own authority in handling these shipments, and can deprive it of other 
services such as origin services and hauling. This denies the regional or local carrier 
of substantial revenues which it previously enjoyed. 

Well, you might ask, why doesn't the local or regional carrier get its own 48 state 
authority? The carrier can, with some expense and time lag. But that doesn't solve 
the problem. The major van line can and does seek to discourage and limit the use 
of that authority, using both written and unwritten rules, or "policies". 
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You have heard that Atlas Van Lines has proposed that as of January first its 
carrier agents must transfer their authorities into different corporations, give Atlas 
the exclusive use of their historical market identities, and segregate the operations 
related to Atlas and the operations under their own authorities. As I read the Atlas 
Ittt of requirements for agency relationship with it, the carrier agent's own authori- 
ty would become unusable, and without substantial worth of competitive effect. 
Both North American and Majrflower have similar programs primed, awaiting a de- 
cision by the IOC or the courts on the Atlas program. Allied Van Lines has never 
allowed any firm affiliated with it to have its own authority or to participate on its 
own in contract carriage. United Van Lines has taken a different route in restrict- 
ing use of carrier agent authorities, and that is the approach which I want to lay 
out for you. 

I attach a copy of three "options" which United presents firms who have been 
affiliated with it as an agent. Each firm must select an option and be bound by its 
selection for a year. The language of these options is peculiar to the household goods 
sector, so I ¥dll summarize the United statement, and its practical effects, for you. 

Each of the "options" governs, or restricts, the carrier agent's ability to get return 
hauls, and its ability to use its own equipment in moving goods within the United 
program. Under option 1, United in effect says that it wiU permit its various agents 
to cooperate with a carrier using its own (not United's) authority on movements of 
less than 750 miles, and will allow mixture of shipments for United's accoimt and 
the local carrier's account on one truck in these shorter shipments, but not allow 
this cooperation on longer distance shipments. If the shipment is made for United's 
account, the local firm can use its own truck to move the shipment up to a distance 
of 1200 miles. And there is a limit on the number of trucks which the local firm 
puts in "permanent lease" use in hauling shipments within the system of agencies 
bound together by United — one truck for each $150,000 in annual "bookings" for 
United by that local firm. This link between trucks used and bookings puts pressure 
on the local firm which would like to participate in line haul operations to book 
shipments over United. 

Under the second option, the local or regional firm announces that it is going to 
move shipments on its own authority up to 1500 miles (or further if it had more 
extensive authority in 1979), but United's various affiliated agents wiU not afford 
that firm any substantial assistance in booking backhauls for those truck move- 
ments. Also, there can be no mixing of shipments for the account of United and the 
local firm on the same truck. The local or regional firm can put as many trucks as 
it wants into long haul service within the network of firms affiliated with United, 
but only one truck for each $300,000 in billings for United. 

Under the third option, the local or r^onal carrier declares that it will move 
goods on its own authority over 1500 miles, but United is not going to have its 
agency family cooperation in affording backhauls to that firm, there will be no com- 
mingling of United's shipments with that firm's on a truck, and the carrier can put 
onlv three tractor-trailer units in service in the network of agents. 

We have elected to use option two. That is because we now have 12 tractor trailer 
units, with a gross value of about $600,000, in service within the United-adminis- 
tered agency network, generating about $1.6 million in annual revenue. It would 
hurt us quite a bit to yank nine of those units out of that system without finding 
equally efficient use for them. 

Even though I have summarized these options, the practical effects may not be 
clear without a little more explanation. Getting backhauls is necessary to efficient 
operation. The effect of the United program is to enlist hundreds of the local 
moving firms associated with United in declaring to provide us with backhauls on 
longer distance shipments moved on our own authority. The effect of this is that 
when we try to make a contract with the m£gor account with which we have been 
dealing for years, we can't offer that account 48-state service ourselves. Therefore 
the account has to be signed up in United's name. This means that though we have 
developed that account and performed much or most of the service for it over the 
years, in the future the account belongs to United, and we are locked out. 

Using this approach, United hopes to control the highly desirable msgor account 
portion of the market, that portion gravitating to contract carriage, solely within its 
corporate structure, even though it owns no sales outlets itself, and all of its trafRc 
has come from agents and carrier agents such as us in the past. The effect of this 
would be to ease the local and regional carriers out of the most desirable markets 
which we have developed over the years. This will further an evolution of the indus- 
try toward a few larger carriers having greater ability to control the market. 

We are pleased that the (Commission has opened a proceeding to determine 
whether it has jurisdiction to deal with some of the practices used by some of the 
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major van lines in their efforts to suppress the use of authorities owned by smaller 
carriers. But the conduct of that proceeding to date furnishes very little indication 
that the agency appreciates the importance or the urgency of the matter. And the 
Commission has not even begun to inquire into the sort of restraint which United 
has put into place. Frankly, while we do not wish to be critical of the Commission, 
we get the impression this Commission really does not understand the competitive 
mechanics between the larger and smaller carriers, including the ways in which a 
major van line can enlist a group of smaller household goods moving firms in a pat- 
tern of activity designed to suppress competition; or if it understands these matters 
does not have a grasp on how to prevent anticompetitive tactics such as these; or if 
it understands how to stop this sort of conduct just doesn't care to get involved. 



United Van Lines, 
September 20, 1982. 
To: All domestic agents. 
From: Robert J. Baer. 
Subject: Hauling option policy. 

Ladies and Gentlemen: Approximately one year ago, all United Van Lines, Inc. 
domestic agents were sent a bulletin outlining our hauling option policy. You were 
asked to complete and return to Headquarters the "Hauling Option Declaration" 
specifying the options which would govern the operation of the agencies under your 
ownership for the period commencing January 1, 1982, and continuing through De- 
cember 31, 1982. 

It is not time to submit your "Hauling Option Declaration" for the 12-month 
period beginning January 1, 1983, and ending December 31, 1983. I ask that you 
once again review the hauling options (see attached), and that you designate your 
choice for the calendar year commencing January 1, 1983, on the accompanying dec- 
laration form and return it to Ed Cody at UVL Headquarters no later than Novem- 
ber 15, 1982. 

The hauling option policies for Option I haulers are identical to last year. Howev- 
er, Options II and III have been changed to specify that non-shareholder agents 
choosing Option II or Option III will be assessed a 3% service charge for all ship- 
ments registered beginning January 1, 1983. More detailed information is available 
in Operations Bulletin 26-82. Once you have declared a particular option for the 
1983 calendar year, you may not change it until you are again asked to submit a 
declaration. 

If you have any questions about the hauling options or your Hauling Option Dec- 
laration, please contact your Area Supervisor or any member of the Operations 
Management Team. 

Many thanks in advance for your prompt attention to this important request. 
Sincerely, 

Robert J. Baer. 

Attachments. 



An agent may declare that he plans to haul shipments on his own authority up to 
a maximum of 750 line-haul miles. 

When operating on his own authority: 

He will be eligible for United return tonnage according to availability and will be 
entitled to interline at origin. 

When operating on United authority: 

Shareholder self-haul requests of up to 1,200 miles will be honored, and United 
will provide assistance in loading the van. 

Non-shareholder self-haul requests of up to 1,200 miles will be favorably consid- 
ered, depending upon tonnage availability, and United will provide assistance in 
loading the van. 

Shareholders, in addition to the three permanent lease vans to which their stock 
entitles them, will be able to retain additional permanent lease vans in accordance 
with the prescribed booking formula. 

comments 

Under this option, an agent may use authority he presently holds or acquire new 
authority which he could utilize up to 750 line-haul miles, according to his individu- 
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al operating needs. He would be eligible for assignments on United authority to the 
full extent of United's present hauling policies, including interline at origin. 

EXAMPLBS 

An agent could haul on his own authority any shipment up to 750 line-haul 
miles — and Dispatch could assign additional outbound tonnage up to 750 line-haul 
miles through master leasing counseling. 

An agent could haul on his own authority any shipment up to 750 line-haul miles 
and receive return tonnage assignments from UVL Dispatch. 

OPTION 2 

An agent may declare that he plans to haul shipments on his own authority up to 
a maximum of 1,500 line-haul miles. Or, if the agent was a United agent as of Feb- 
ruary 24, 1981, and held authority in excess of 1,500 miles approved by the I.C.C. 
prior to March 1, 1979, the 1,500-mile limit is extended to the limits of that authori- 
ty. 

When operating on his own authority: 

Except in extreme emergency situations, no United return tonnage will be as- 
signed, and there will be no interline at origin. 

When operating on United authority: 

Shareholder self-haul requests of up to 1,200 miles will be honored, and United 
will provide assistance in loading the van. 

Non-shareholder self-haul requests of up to 1,200 miles will be favorably consid- 
ered, depending upon tonnage availability, and United will provide assistance in 
loading the van. 

Shareholders, in addition to the three permanent lease vans to which their stock 
entitles them, will be able to retain additional permanent lease vans in accordance 
with two times the prescribed booking formula. 

Non-shareholders will be assessed a 3% service charge on shipments booked with 
UVL. 

COMMENTS 

Under this option, an agent may, on his own paper, haul shipments up to 1,500 
line-haul miles, utilizing authority obtained at any point in time. Shipments of more 
than 1,500 line-haul miles may be handled on the agent's own paper only under au- 
thority which he had obtained prior to March 1, 1979. Shareholders and non-share- 
holder may request self-haul up to 1,200 miles. 

EXAMPLES 

An agent could haul on his own authority a shipment up to 1,500 line-haul miles 
but would receive return tonnage only if no other equipment was available to 
handle it. 

An agent could haul on his own authority a shipment up to 1,500 line-haul mUes 
but could not participate in interline at origin unless no other van was available to 
handle the shipments in question. 

A shareholder may retain all permanent lease vehicles now committed to United, 
provided the shareholder's booking volume develops double the booking volume 
needed to support each permanent lease van in excess of the first three. 

OPTION 3 

An agent may declare that he plans to haul shipments on his own authority in 
excess of 1,500 line-haul miles and in excess of the limits of authority which he held 
prior to March 1, 1979. 

When operating on his own authority: 

Except in emergency situations, no United return tonnage will be assigned, and 
there will be no interline at origin. 

When operating on United authority: 

Shareholders and non-shareholders will be assigned tonnage by United traveling 
no more than 300 line-haul miles, except in extreme emergency situations. 

Shareholders will be eligible only for the three permanent lease vans to which 
their stock entitles them. 

Non-shareholders will be assessed a 3% service charge on shipments booked with 
UVL. 



Digitized by 



Google 



81 



COMMENTS 

Under this option, an agent may acquire and use authority on an unlimited basis 
for shipments traveling on his own paper— but he will not be assigned United ton- 
nage traveling more then 300 line-haul miles. 

EXAMPLES 

A shareholder or non-shareholder agent could not request any self-haul in excess 
of 300 line-haul miles. 

UVL Dispatch will not assign any shipments for return tonnage unless there is no 
other van available to handle such tonnage. 

A shareholder who presently has more than three permanent lease v£ms commit- 
ted to United would lose all permanent lease vans in excess of three. 

The agent would not be authorized to participate in interline at origin unless 
there is no other van available to handle the shipments in question. 

HAUUNG OPTION DECLARATION 

I have fully reviewed the Hauling Options contained in Executive Bulletin 3-82 
dated September 20, 1982. For the 12-month period commencing January 1, 1983, 
and continuing through December 31, 1983, the operations of the agencies imder my 

ownership listed below will be governed by Authority Option . I understand 

that commonly owned agencies must all be governed by the same option and that, 
once my declaration is submitted, I may not change options until the next declara- 
tion period. 

I understand that I will be required to specify continuation of the option I have 
chosen or to select another option for the 12 months commencing January 1 of each 
subsequent year. 

for the following agencies: 

(Signature here) 

Agency name and agency No. . 

(Date signed here.) 

Please send completed declarations to Ed CJody at UVL Headquarters. 



Statement of David Bennett, President, Dobson Cartage & Storage Co. 

I am David Bennett, President of Dobson Cartage & Storage Company, of Auburn, 
Michigan. I very much appreciate this Committee allowing me and a few other car- 
rier agents to appear before you, to tell you about how threats to the competitive 
development of smaller household trucking companies have been allowed to arise, 
without any check by the Interstate Commerce Commission, contrary to what we 
have believed was the intent of the Household Coods Act of 1980. 

Let me tell you a little about the Dobson company. We have been in businsss for 
decades. We have built up a substantial business reputation in Michigan. Over 78 
percent of our traffic is national account" traffic. We have several locations. We 
have a fleet of over 50 tractor trailers. For years, when affiliated with Atlas Van 
Lines, we not only "booked" large amounts of traffic for the Atlas system— we were 
one of the largest revenue generating agents for Atlas — we provided the equipment 
used to haul even larger quantities of the freight moving between the firms affili- 
ated with that system. And this was all additional to moving freight on our own 
operating authority. 

We had prospered in the dual role of agent for Atlas and carrier in our own right. 
By owning, and operating efficiently, substantial equipment, we had given the 
system of companies associated with Atlas substantial over the road carrying capac- 
ity as to traffic moving on Atlas's bills of lading, had been able to handle efficiently 
traffic moving under our own authority (very often, but not always, traffic moving 
relatively short distances, in which Atlas often had no great interest), and had been 
able to generate and maintain goodwill with many commercial shipping accounts 
who had learned that they could depend on us to get their goods moved in a timely 
fashion, on either Atlas's account or our own account. We believed this method of 
operation had been highly beneflcial to the Atlas system as well as our own compa- 
ny. As I indicated, we furnished that system considerable load-carrying capacity, 
and we offered it business generating revenues of several millions of dollars per 
year. 

Notwithstanding all this, in the late 1970's we saw the development of a complex, 
or neurosis, within the Atlas management: almost paranoic fear that after the 1980 
Motor Carrier Act we and other firms would somehow forsake and devour Atlas. We 
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had no intention of doing so. We were making money for ourselves and Atlas. But 
the Atlas management instituted one ploy after another obviously designed to pe- 
nalize firms such as ours for using their own authorities. Up until 1982, we foimd 
that the Interstate Conmierce Commission seemed to have a good grasp of what 
Atlas' management was about. On one occasion, in 1981, the Commission sued Atlas 
to restrain a blatantly anticompetitive attempt to enlist its various agents in refus- 
als to provide backhauls for a firm such as ours when we were using our own au- 
thority. 

I will not repeat the information which Mr. Terry has given you on the Atlas pro- 
gram begun in 1982, and the "carrier agent" resistance to that program. Instead, I 
will add to his statement information on Dobson's reaction. We resisted the program 
vigorously, at first from within the Atlas family. We were among the 28 firms filing 
pleadings with the ICC concerning this program, and have remained active in that 
proceeding, until it is brought to a reasonable conclusion. 

But we also changed our agency affiliation. We affiliated with another migor van 
line, Mayflower. I do not want to detail the intimate particulars of our agreement 
with Mayflower, but I will reflect to you that the arrangement made it possible to 
shift affiliations, in the short term, without excessive immediate penalties, and with 
continued ability to use our own operating authority, for a period of time. 

If this is so, why are we continuing to be active in the ICC proceeding, and why do 
we submit this testimony to Congress? 

I know that if neither the Interstate Commerce Commission nor the courts clearly 
prohibit the type of program initiated by Atlas, it will spread very quickly to the 
other m£gor van lines. If that were to occur, when facing decisions concerning 
agency affiliation a few years from now, we would very likely encounter a world in 
which all the msg'ors had policies which restricted the ability to use one's own au- 
thority in an efficient and flexible way. A Arm such as ours would have very few 
alternatives for participation in the national household goods moving market, other 
than submission to domination by the favored few migor van lines. I do not want to 
see that sort of future come to pass. I know it would disadvantage the firm which I 
serve as President. I believe it would prejudice the household goods moving public, 
in that many firms such as ours would lose operating efficiency and flexibility, and 
the entire market would lose much of the potential for competition at the national 
level which is latent in the group of regional and smaller interstate carriers. I be- 
lieve and hope that Congress did not want this sort of market to grow out of its 1980 
legislation. There is no need for that sort of market to be forced upon the people in 
the household goods moving business or on the public. Attempts by lai^ger carriers 
to force this sort of market evolution could not be maintained if r^rained by anti- 
trust litigation or by Commission action pursuant to the authority which you gave it 
in Section 11342 of the Household Goods Act. I hope the Commission wiU face up to 
a responsibility to prevent combinations among carriers subject to its jursidiction 
having the intent and effect of restraining competition. At the least, the members of 
the national legislature should be aware that the practical effect of your mandate to 
foster competition in the household goods sector is now at issue at the Commission, 
and it is very important that that agency demonstrate a good comprehension of the 
industry situation and the means of encouraging open and fair competition among 
household goods carriers. 

Senator Danforth. I am not an expert in your area, but I would 
like you to explain to me in terms that I can understand how you 
have been operating in the past, and what change is being made by 
Atlas or anybody efie who is following suit. 

Right now, as I understand it, we have these very large van 
lines. Atlas, Mayflower, or whatever. If I want to move from Wash- 
ington to RoUa, I call up a van line that I get out of the Yellow 
Pages. I find Allied Van Lines in the Yellow Pages, for example, 
and I get the phone number. This, in fact, is an agent; is that cor- 
rect? 

Mr. Stevens. That is correct. 

Senator Danforth. So I call the agent and I say, "Will you 
please move me from here to RoUa?" They say, "Fine," and we 
make a deal. They come in to get my stuff and move it. How is this 
new system differing from the old one? 
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Mr. Stevens. First going back to the old system, all moving com- 
panies like my family company — I am fourth generation — or Mr. 
Terry's company, there was a need after the industry started to 
grow for a network of reliable agents. For instance, I am a Michi- 
gan-based carrier agent. If I book a shipment in Michigan for Gen- 
eral Motors, which has plants all over the country. General Motors 
may give this shipment to me because I am in Michigan, but the 
shipment may be moving from Los Angeles to Atlanta. 

I need a reliable representative in Los Angeles, that I can call 
without question, to handle the origin services, which is packing 
and preparing the shipment for movement. I, likewise, need a reli- 
able hauler, that I know has met certain minimum criteria in the 
industry, to haul that shipment from Los Angeles to Atlanta. 

The truck normally is not owned by the van line. It may be Mr. 
Terry's truck which happens to be empty in Los Angeles that may 
want a backhaul out of tne California area, and it accepts the ship- 
ment from the agent in California and hauls it to Atlanta. In At- 
lanta, it may go into storage, therefore, you need another reliable 
agent there that is affiliated with the same network. 

The business has always been somewhat of a brokerage type 
business. Very few companies handle a shipment completely from 
beginning to end on a consistent basis. Myself, I have authority in 
47 States, and I handle probably half of the interstate shipments to 
conclusion. So if you were to call me from the Yellow Pages, I 
would pack the shipment, I would load the shipment on my own 
truck, and I would deliver it. 

I also have the option to utilize United Van Lines, because I am 
a United Van Lines agent. If I cannot service it on my own equip- 
ment with my own authority, I call United Van Lines and place 
the shipment with them, knowing in confidence that it is going to 
be handled in a quality manner because of the United system that 
has been established which I am a part of. 

Senator Danforth. How do they want to change that? 

Mr. Stevens. When the Deregulation Act of 1980 was implement- 
ed, it was to foster flexibility in pricing, and flexibility in entry, 
primarily. The entry has not been a problem because there is 
really no practical way that the carriers can prevent new entries 
under the current legislation. 

Where they have attacked it, and where it has become a prob- 
lem, is where they have established internal policies, and I am 
talking primarily of United Van Lines now, where they are saying 
that we cannot use authority that we may have obtained through 
the Commission through proper methods tnat is dated after March 
1, 1979. They chose that date only to have a beginning point, and 
they felt that this was when deregulation basically started and au- 
thorities became easier to get. 

At that point in time, my company only had 37 States. We took 
advantage of the Deregulation Act, and we extended that to 47 
States. Through their policies, they came out with a restriction 
that says I cannot haul beyond a certain line-haul mileage or 
beyond authority that existed after March 1, 1979. Since I added 
those 10 States after March 1, 1979, and they are primarily West- 
ern States which are beyond 1,500 miles, it means that they are 
States that I cannot utilize. 
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Likewise, with contract carriage, that is where you go in and ne- 
gotiate a commitment from a shipper, let's say, General Motors, 
and they commit to provide to us 100 to 200 shipments a ye€u- for a 
discounted price. You enter into a bilateral contract. Since I have 
these restrictions that United imposes on us beyond 1,500 miles, I 
cannot service the west coast under that contract. 

Therefore, I am forced to place that traffic in United Van Line 
service. Therefore, I am precluded from basically negotiating in my 
own name a customer who has been a customer of my family's 
company since the inception of General Motors and precluded for 
handling that business. 

Senator Danforth. The line itself is exercising more restrictions 
on where you can go, is that right? 

Mr. Stevens. That is correct. 

Senator Danforth. Is that the sum of it? 

Mr. Stevens. That is correct, they are circumventing the intent 
of the deregulated environment. If I can't use the authority I got 
from the Commission, I can't sell services relative to that authori- 
ty. 

Senator Danforth. They are allocating territory, is that right? 

Mr. Stevens. That is exactly right. 

Senator Danforth. What is United anyhow? Is United just a 
publicly held corporation? 

Mr. Stevens. Of the big six, there are different ownership situa- 
tions. United happens to be owned by 130 agents that formed the 
company back in the late 1940's for a return load bureau. It was 
basically founded by carrier agents like myself, located all around 
the country, who needed a central clearinghouse to handle the pay- 
ment to each of us. 

Senator Danforth. United is owned by its agents? 

Mr. Stevens. It is owned by 130 of 700 agents. They have 700 
agents, but only 130 of them are stockholders. 

Senator Danforth. What about the other lines, aiae they owned 
by agents, too? 

Mr. Stevens. Allied Van Lines is owned by agents. Atlas used to 
be owned by agents, and was of a similar legal structure to United. 
A year ago, it went public, and it is now a publicly traded compa- 
ny. Pepsico, a company listed on the New York Stock Exchange, 
owns North American. Global is owned by a single individual. 
American Red Ball is owned by a single individual. Of the other 
major companies, Ma3rflower is publicly traded, I think, over the 
counter. So there are different ownership structures of the big six. 
The Bekins Co., the other big six carrier, is also traded publicly. 

Senator Danforth. With respect to United which is owned by 
130 agents, if the agents are up in arms, why can't they change the 
policy? 

Mr. Stevens. Not all agents are up in arms becaujse not all 
agents are carrier agents an3anore. Some of the agents do not have 
authority, and they never did have. 

Senator Danforth. So they couldn't care one way or another. 

Mr. Stevens. They could not care one way or the other. 

Senator Danforth. So the only agents who do care would be the 
ones who should be up in arms, it would seem. 
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Mr. Stevens. That is correct, and there are a number that are 
up in arms. 

Senator Danforth. Would it change the policy for United if the 
only agents who care about it are dead set against it? It would 
seem to me that the management would be on little shaky ground 
under those circumstances. 

Mr. Stevens. You have two different groups in United Van 
Lines. One is the board of directors, and the other is management. 
Management is professionally hired to run the company and it does 
not own any of the company. The board of directors is composed of 
18 stockholder agents of the 130, who may be carriers in their own 
right or may not be. It is not a criterion, only that you be a stock- 
holder. 

Senator Danforth. Stockholders elect the board of directors, and 
the board of directors selects the officers. 

Mr. Stevens. That is correct. 

Senator Danforth. Why can't you cashier them if they are not 
doing the right thing? 

Mr. Stevens. We are having a hard time getting a majority vote 
to do that. 

Senator Danforth. Why should Congress do something, or the 
ICC? Am I wrong that it should be a matter of internal business 
practice? 

Mr. Stevens. In my opinion, I think not, because the intent of 
the act was to allow for flexible pricing and for easier entry. I went 
to the ICC, proved my case, and got additional authority, and now I 
can't use it because of an internal policy which in my opinion is a 
violation of the law. 

Mr. Terry. If I may, in the Atlas situation, just to carry on. 
Atlas was formed in the late 1940's by 33 carrier/agents. They 
were a group of independent businessmen around the country who 
had operating authority under the Grandfather Act. They formed 
the company and they created what we have today, a company of 
about 400-odd agents, some carriers with certificates and some 
without. 

The Atlas change now is such that they want the carrier/agents 
to relinquish their market name. My market name has been in the 
northwest suburban Chicago area for almost 70 years now. 

They are saying: 

You give us the name of Rothery, it is a good, old established name. If you want 
to maintain your authority, and if you want to operate on your authority, and do 
whatever you want to do on your authority, put it in the name of XYZ Moving and 
Storage Co. Go remarket a new company because we want your good name, or we 
won't let you use your authority. 

I don't think that this is the intent of the act. I think the act was 
to increase competition. 

Senator Danforth. Excuse me, but is your problem the same as 
Mr. Stevens', basically an allocation of territory? 

Mr. Terry. Ours is not territorial. I think each of the van lines is 
handling it a little differently. 

Senator Danforth. But they are telling you that there is certain 
business that you would like to do that you can't do; is that Cor- 
rect? 
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Mr. Terry. That you cannot use your authority, therefore, they 
are stifling competition. 

Senator Danporth. Yes. 

Mr. Terry. It was the intent of the act to increase competition. It 
is just 180 degrees the wrong way. 

Senator Danforth. You nave initiated a proceeding at the IC!C 
on this, have you? 

Mr. Terry. Yes. We have not had a response, but we have initiat- 
ed a proceeding. It was done in June. It took about three months to 
just get word from the ICC that, well, maybe we will look into it 
now. Three months later, a financial docket was filed that they 
were going to look into the matter, and it was my interpretation 
that all things that were going on with these new policies and 
changes were supposed to be pretty much put on hold. 

However, Atlas has continued to implement the new policy 
which even though we are under a poNoling agreement that was ap- 
proved by the Commission earlier this year, it doesn't match and 
they are going ahead with it. We asked the Commission to say 
something, "We told you to wait until we resolve it," but nothing 
comes from the Commission. 

I understand that the Commission's door is open, I am just won- 
dering if there is anybody in there. 

Senator Danforth. Wliat reason do they give for this new pro- 
gram; what is the purpose of it? 

Mr. Stevens. They are a publicly traded company. They operate 
under the great American standard of trying to increase the rev- 
enues, increase the profits at the bottom line. One way they can 
get more business is to take from the agent who has already got 
that business and operates it under his own authority. 

All that will do is to force him, somehow, to convert that busi- 
ness to Atlas' paper or into the United mainstream, or to the 
North American mainstream. It is business that already exists and 
is being done by small businessmen like ourselves, and it is easy 
for them to get if they can promulgate policies to control that traf- 
fic. 

You are talking about companies that are multimillion dollar 
companies, doing hundreds of millions of dollars worth of business. 
There are companies like us out there that make those companies 
possible, and we do hundreds of thousands of dollars worth of busi- 
ness. It is an awesome battle. 

Mr. Terry. The other side of it, I think, is that the van lines es- 
sentially perform a clearinghouse function in the moving industry. 
All equipment, all financed equipment, all warehouses, all large 
facilities, all the sales effort, for the most part, are completely and 
totally financed and managed by small people like ourselves. 

All the tonnage that the van lines claim to generate comes from 
the smaller people. Now they are saying, give it all to us. You can't 
have any on your own, because we will make some money and you 
won't. 

Senator Danforth. This matter that you initiated at the ICC, 
when was that done? 

Mr. Pierce. It was filed on May 19. 

Senator Danforth. What is your guess as to why you have not 
heard from them? 
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Are they following the normal procedures at the ICC, or are thev 
departing from the normal procedures at ICC? Are they stonewall- 
ing it? Are they out to lunch, or what? 

Mr. Pierce. It is a little risky to speculate, but I will try. I don't 
think they know their minds on it, that is just my guess. I think 
there are some at the Commission who have a very strong open- 
market inclination, and I personally have to agree with a lot of the 
open-market inclination in the deregulation bill. However, some 
may feel that you just take hands oft and do not follow the ordi- 
nary antitrust standards, that is a guess. 

Atlas did some homework in talking with some parts of the Com- 
mission before they began their policy, and there may be some ele- 
ments on the Commission staff who just don't agree with the view- 
points advanced by this group. 

They act as if they just don't want anything to do with it. 

Senator Danforth. Do they have normal deadlines in their rules 
that they have to follow? 

Mr. Pierce. Not for this kind of proceeding. 

Senator Danforth. So they could just go on forever. They could 
just say, "We have lost it in the mail," or something. 

Mr. Pierce. That is right. 

Senator Danforth. Who is here from the ICC? Is there anyone 
here from the ICC? 

Mr. Atherton. Yes, Mr. Chairman. 

Senator Danforth. Can you enlighten us as to how this matter 
is proceeding? 

Mr. Atherton. No, sir, I really can't. It is not in mv end of the 
Commission, it is with the Office of Proceedings. I do know that it 
is an active proceeding, and a rather complicated one. 

Senator Danforth. But there will be some resolution one way or 
another in this proceeding? 

Mr. Atherton. Yes, sir. 

Senator Danforth. It is not just going to sit on somebody's desk 
for a long period of time? 

Mr. Atherton. No, sir, I hope not. You can be sure that I will 
find out. 

Senator Danforth. Could you do that? Could the Commission 
notify the committee on this, not as to what you are going to 
decide, but just whether you intend to decide, and how it looks as 
far as the timetable? 

Mr. Atherton. Yes, sir. 

[The following information was subsequently received for the 
record:] 

The Atlas case, F.D. No. 29972, Declaratory Order— The Applicability of 49 U.S.C. 
11342 to Agreements Between Household Goods Carriers and Noncarrier Agents, is 
being expedited by the Commission. A final decision is anticipated by mid-February 
1983. 

Senator Danforth. Thank you, sir. Does that help? 

Mr. Pierce. Yes, it helps. 

Mr. Terry. I hope that it is in my lifetime. 

Senator Danforth. Pardon? 

Mr. Terry. I hope that it is in my lifetime. 

Senator Danforth. Will it be in Mr. Terry's lifetime? 

Mr. Atherton. Yes, sir. 
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Senator Danforth. Thank you, gentlemen. 
[Whereupon, at 12:20 p.m., the subcommittee adjourned.] 
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